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Washington,  Tuesday,  June  24,  1956 


title  3— the  president 

EXECUTIVE  ORDER  10771 

tyoTOMENT  OF  Executive  Obder  No. 

10534‘  Relating  to  the  Supervision 

iiTD  Direction  op  the  Saint  Lawrence 

giAWAT  Development  Corporation 

Executive  Order  No.  10534  of  June  10, 
^  (19  P.  R.  3413),  entitled  “Providing 
for  the  supervision  and  direction  of  the 
galnt  Lawrence  Seaway  Development 
(Corporation,”  is  amended  to  read  as 
follows: 

By  virtue  of  the  authority  vested  in 
me  by  section  1  of  the  act  of  May  13, 
i  1954, 88  Stat.  93  (33  U.  S.  C.  981) ,  and  as 
I  President  of  the  United  States,  it  is 
hereby  ordered  as  follows: 

Section  1.  The  Saint  Lawrence  Sea¬ 
way  Development  Corporation  (herein¬ 
after  referred  to  as  the  Corporation) 
dmll  be  subject  to  the  direction  and 
wpervlsion  of  the  Secretary  of  Defense: 
Provided,  that  direction  and  supervision 
of  the  Corporation  by  the  Secretary  of 
Defense  under  this  section  sh^U  be 
Umited  to  those  functions  of  the  Corpora¬ 
tion  which  directly  and  exclusively  con¬ 
cern  the  qonstruction  of  the  Saint  Law¬ 
rence  River  navigation  project,  as  auth¬ 
orized  by  subsection  (a)  of  section  3  of 
the  act  of  May  13,  1954,  68  Stat.  93  (33 
U.  S.  C.  983  (a) ) ,  and  shall  terminate 
upon  the  completion  of  the  construction 
10  authorized. 

Sec.  2.  (a)  Except  as  otherwise  pro- 
lided  in  section  1  of  this  order,  the  Sec¬ 
retary  of  Commerce  shall  exercise  the 
direction  and  supervision,  with  respect 
to  the  Corporation,  provided  for  in  the 
Mid  section  1  of  the  act  of  May  13, 1954. 

(b)  Direction  and  supervision  of  the 
Corporation  by  the  Secretary  of  Com¬ 
merce  under  subsection  (a)  of  this  sec¬ 
tion  shall  extend,  but  shall  not  be  limited, 

I  to:  (1)  the  general  policies  of  the  Cor- 
I  poratibn,  (2)  the  operation  and  main¬ 
tenance  of  the  Saint  Lawrence  Seaway, 
I  (3)  the  provision  of  services  and  facilities 
!  necessary  in  the  operation  and  main¬ 
tenance  of  the  Seaway,  and  (4)  the  rules 
for  the  measurement  of  vessels  and 
cargoes  and  the  rates  of  charges  or  tolls 
to  be  levied  for  the  use  of  the  Seaway. 

Sec.  3.  The  Department  of  Commerce 
•ball  assist  the  Corporation  in  encour- 


1  ‘  19  P.  R.  3413;  3  CPR,  1954  Supp.,  p.  60. 


aging  the  development  of  traffic  and 
maximum  utilization  of  the  Seaway,  sub¬ 
ject  to  the  principles' set  forth  in  section 
12  (b)  of  the  said  act  of  May  13,  1954. 

Sec.  4.  The  Secretary  of  Defense  and 
the  Secretary  of  Commerce  shall  keep 
each  other  fully  and  currently  informed 
on  those  matters,  including  prospective 
actions,  within  their  respective  areas  of 
responsibility  under  sections  1  and  2  of 
this  order  which  affect  the  responsibility 
of  the  other  thereunder. 

Dwight  D.  Eisenhower 

The  White  House, 

June  20, 1958. 

[P.  R.  Doc.  68-4817;  Piled,  J\me  23,  1958; 

9:43  a.  m.] 


TITLE  6— AGRICULTURAL  CREDIT 

Chapter  IV — Commodity  Stabilization 
Service  and  Commodity  Credit  Cor¬ 
poration,  Department  of  Agricul¬ 
ture 

Subchapter  B— Leans,  Purchases,  and  Other 
Operations 

[C.  C.  C.  Wheat  BuUetin  A] 

Part  421 — Grains  and  Related 
Commodities 

SUBPARX — 1958-CROP  WHEAT  PRICE 
SUPPORT  PROGRAM 

Sec. 

421.3026  Administration. 

421.3027  AppUcablllty  of  §  §  421.3026  through 

421.3031. 

421.3028  Definitions. 

42 1 .3029  Compliance  requirements. 

421.3030  Effect  of  unknowingly  exceeding 

farm  wheat  acreage  aUotment; 
method  of  determination. 

421.3031  Application  for  review  and  request 

for  reconsideration. 

AUTHoamr:  §5  421.3026  to  421.3031  Issued 
under  sec.  4,  62  Stat.  1070  as  amended;  15 
U.  S.  C.  714b.  Interpret  or  apply  sec.  6,  62 
Stat.  1072,  secs.  401,  408,  63  Stat.  1054,  68  Stat. 
904,  sec.  125,  70  Stat.  198;  15  U.  S.  C.  714c. 
7  U.  S.  C.  1421, 1428, 1374.  . 

§  421.3026  Administration.  The  price 
support  program  for  wheat  will  be  ad¬ 
ministered  by  the  Commodity  Stabiliza¬ 
tion  Service,  under  the  general  direction 
and  supervision  of  the  Executive  Vice- 
President,  Commodity  CJredit  Corpora¬ 
tion,  and  will  be  carried  out  in  the  field 
by  the  State  and  County  Agricultural 
(Continued  on  p.  4527) 
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CER  SUPPLEMENTS 

(As  of  January  1,  1958) 

Th*  following  Supplements  are  now 
available: 

Title  7,  Parts  210-899  ($2.50) 
Title  21  ($0.70) 

Title  49,  Parts  71-90  ($0.55) 

Previously  announced:  Title  3,  1957  Supp. 
($0.40);  Titles  4-5  ($1.00);  Title  6 

($1.50);  Title  7,'  Parts  1-209  ($2.25), 
Parts  900-959  ($1.00);  Title  8,  Rev.  Jan. 
1,  1958  ($3.25);  Title  9  ($0.75);  Titles 
10-13  ($1.00);  Title  14,  Parts  1-39 
($0.50),  Parts  40-399  ($0.40),  Part  400 
to  end  ($1.50);  Title  16  ($1.75);  Tide  17 
($0.65);  Title  18  ($0.50);  Title  19  ($0.70); 
Title  20  ($1.00);  Titles  22-23,  Rev.  Jan.  1, 
1958  ($4.25);  Title  24  ($1.00);  Title  25, 
Rev.  Jan.  1,  1958  ($4.50);  Title  26,  1957 
Added  Pocket  Parts:  Parts  1—7*9  ($0.25), 
Parts  80-169  ($0.25),  Parts  170-182 
($0.20);  Title  26  (1954),  Parts  1-19,  Rev. 
Jan.  1,  1958  ($3.00),  Parts  20-221,  Rev. 
Jan.  1,  1958  ($2.25);  Titles  28-29 
($1.50);  Titles  30-31  ($1.50);  Title  32, 
Parts  1-399  ($1.25),  Parts  400-699 
($1.75),  Parts  700-799  ($0.60),  Parts 
800-1099  ($0.65),  Part  1100  to  end 
($0.50);  Title  33  ($1.50);  Titles  35-37 
T$1.00);  Title  38  ($0.40);  Title  39  ($0.60); 
Titles  40-42  ($1.00);  Title  43  ($0.70); 
Titles  44-45,  1957  Added  Pocket  Part 
($0.35);  Title  46,  Parts  1-145  ($0.75), 
Parts  146—149,  Rev.  Jan.  1,  1958 

($5.50);  Title  49,  Parts  1-70  ($0.70), 
Parts  91-164,  Rev.  Jan.  1,  1958  ($5.00), 
Part  165  to  end  ($0.75) 

Order  from  Superintendent  of  Documents, 
Government  Printing  Office,  Washington 
25,  D.  C 
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Stabilization  and  Conservation  Commit¬ 
tees  (hereinafter  referred  to  as  State  and 
county  committees).  State  and  county 
committees  do  not  have  authority  to 
modify  or  waive  any  of  the  provisions  of 
this  subpart  or  any  amendments  or  sup¬ 
plements  thereto. 

5  421.3027'  Applicability  9/  §§  421.3026 
through  421.3031.  Sections  421.3026 
through  421.3031  state  the  eligibility  re¬ 
quirements  for  producers  of  wheat  under 
the  1958  crop  wheat  price  support  pro¬ 
gram  with  respect  to  compliance  with 
wheat  acreage  allotments,  and  are  in  ad¬ 
dition  to  other  regulations  to  be  issued 
by  the  Commodity  Credit  Corporation 
governing  eligibility  for  price  support. 

§421.3028  Definitions.  As  used  in 
this  subpart,  and  in  all  instructions, 
forms  and  documents  in  connection 
herewith,  the  words  and  phrases  defined 
In  this  section  shall  have  the  meaning 
herein  assigned  to  them  imless  the  con¬ 
text  or  subject  matter  otherwise  requires. 

(a)  “Farm”  means  a  farm  as  defined 
in  the  regulations  governing  determina¬ 
tion  of  acreage  and  performance  (7  CFR 
718.2;  22  F.  R.  7418),  and  any  amend¬ 
ments  thereto. 

(b)  “Person”  means  an  individual, 
partnership^  association,  corporation, 
estate,  trust,  or  other,  business  enterprise 


or  legal  entity,  and,  wherever  applicable, 
a  State,  political  subdivision  of  a  State, 
the  Federal  Government  or  any  agency 
thereof. 

(c)  “Operator”  means  ttie  person  who 
is  in  charge  of  the  supervision  and  con¬ 
duct  of  the  farming  operations  on  the 
entire  farm. 

(d)  “Producer”  means  any  person 
engaged  in  the  production  of  wheat  as 
landlord,  tenant,  or  sharecropper,  and 
includes  a  person  owning  and  operating 
his  own  farm;  a  tenant  operating  a  farm 
rented  for  cash;  a  tenant  operating  a 
farm  under  a  crop  share  lease,  contract, 
or  agreement;  and  a  landlord  leasing  to 
share  tenants. 

(e)  “Wheat  acreage  allotment”  means 
the  wheat  acreage  allotment  established 
for  the  fafm  in  accordance  with  the  reg¬ 
ulations  pertaining  to  Farm  Acreage  Al¬ 
lotments  for  the  1958  Crop  of  Wheat  (7 
CFR  728.810  to  728.827;  22  F.  R.  2337), 
April  9,  1957,  and  any  amendments 
thereto. 

(f)  “Wheat  acreage”  means  any  acre¬ 
age  planted  to  wheat,  and  any  acreage 
of  volunteer  wheat  which  reaches  ma¬ 
turity,  excluding  any  acreage  (1)  of  a 
wheat  mixture  in  wheat-mixture  coim- 
ties,  or  of  a  mixtiure  of  other  grains  and 
wheat  in  non-wheat-mixture  counties 
which  does  not  contain  enough  wheat  to 
cause  the  grain  to  be  graded  as  “mixed 
grain”  under  the  Official  Grain  Stand¬ 
ards  of  the  United  States  (2)  of  wheat 
cover  crop;  (3)  of  wheat  grown  for  ex¬ 
perimental  purposes  only  by  or  imder 
contract  to  a  publicly-owned  agricultural 
experiment  station ;  (4)  of  wheat  grown 
by  any  Federal  or  State  wildlife  refuge 
farm  where  all  of  the  wheat  on  the  farm 
is  produced  solely  for  wildlife  feed  or 
seed  for  the  production  of  wildlife  feed 
on  such  wildlife  refuge  farm;  (5)  in  case 
of  a  delayed  notice  of  excess  acreage  of 
wheat,  of  unharvested  wheat  plowed  or 
disced  imder  within  15  days  after  such 
notice  has  been  mailed  to  the  operator  of 
the  farm;  and  (6)  of  unharvested  wheat 
seeded  in  excess  of  the  allotment  which 
is  completely  destroyed  by  some  cause 
beyond  the  control  of  the  operator  (i) 
prior  to  30  days  before  the  date  wheat 
harvest  normally  begins  in  the  county 
or  areas  within  the  county,  as  prescribed 
in  7  CFR  728.855,  Wheat  Marketing 
Quota  Regulations  for  1958  and  Subse¬ 
quent  Crop.  Years  (7  CFR  728.850  to 
728.895;  23  F.  R.  2549)  and  any  amend¬ 
ments  thereto,  or  (ii)  wittiin  15  days 
after  a  delayed  notice  of  the  acreage  of 
wheat  is  mailed  to  the  operator  of  the 
farm.  Wheat  acreage  shall  not  include 
any  acreage  of  emmer,  spelt,  einkom, 
Polish  wheat  and  poulard  wheat. 

(g)  “Excess  wheat  acreage”  means  the 
acreage  of  wheat  determined  for  the 
farm  which  is  in  excess  of  the  farm 
wheat  acreage  allotment. 

(h)  “Wheat  mixture”  means  a  mixture 
of  wheat  and  other  small  grains  which 
(1)  when  seeded,  contained  less  than  50 
percent  of  wheat  by  weight,  and  (2) 
when  harvested,  produced  less  than  50 
percent  of  wheat  by  weight.  An  acreage 
will  not  be  considered  as  having  been 
devoted  to  a  wheat  mixture  if  the  crops 
other  than  wheat  fail  to  reach  maturity 
and  the  wheat  is  permitted  to  reach  ma¬ 


turity.  The  seeding  of  any  acreage  of 
flax,  Austrian  winter  pesus,  rough  peas, 
and  vetch  with  wheat  or  a  mixture  of 
wheat  and  other  small  grains  will  dis¬ 
qualify  this  acreage  from  the  classflica-. 
tion  of  wheat  mixture.  Volimteer  in¬ 
festations  of  flax,  Austrian  winter  peas, 
rough  peas  or  vetch  will  not  change  the 
classification  of  a  crop  otherwise  qualify¬ 
ing  as  a  wheat  mixture.  Such  volunteer 
fiax,  vetch  and  peas  shall  be,  excluded 
in  determining  the  percentage  of  wheat 
and  other  small  grains  in  a  mixture. 

(1)  “Wheat  cover  crop”  means  the 
acreage  of  wheat  which  does  not  reach 
maturity  because  it  is,  while  still  green,  . 
turned  under,  cut  off  or  pastured  off,  to 
the  extent  that  wheat  will  not  mature 
as  grain,  hot  later  than  30  days  prior  to 
the  date  wheat  harvest  normally  begins 
In  the  county  or  areas  within  the  county 
as  prescribed  in  7  C!FR  728.855,  Wheat 
Marketing  Quota  Regulations  for  1958 
and  Subsequent  Crop  Years  (7  CJFR 
728.850,  to  728.895;  23  F.  R.  2549)  and 
any  amendments  thereto. 

(j)  “Commercial  wheat-producing 
area”  means  the  area  designated  by  the 
Secretary  of  Agriculture  as  the  commer¬ 
cial  wheat-producing  area  for  the  1958- 
1959  marketing  year.  Such  designation 
appears  in  7  CFR  728.804;  22  F.  R.  2906. 

(k)  “States  outside  the  commercial 
wheat-producing  area”  means  thoab 
States  designated  by  the  Secretary  of 
Agriculture  as  being  outside  the  com¬ 
mercial  wheat-producing  area  for  the 
1958-1959  marketing  year.  Such  deidg- 
nation  appears  in  7  CFR  728.805 ;  22  F.  R. 
2906. 

§  421.3029  Complianc^e  require-^ 
ments — (a)  Commercial  wheat-produc¬ 
ing  area.  A  producer  shall  not  be  eligible  • 
for  price  support  on  wheat  produced  in 
1958  on  a  farm  in  the  commercial  wheat- 
producing  area  unless  the  1958  wheat 
acreage  on  the  farm  on  which  such  wheat 
is  produced  is  not  in  excess  of  the  wheat 
acreage  allotment:  Provided,  That  if  a 
producer  has  an  interest  in  the  1958 
wheat  crop  produced  on  any  other  farm 
in  the  same  county,  he  must  also  be  en¬ 
titled  to  receive  a  marketing  certificate 
for  each  such  farm  in  order  to  be  eligible 
for  price  support.  Where  a  producer  is 
engaged  in  the  production  of  wheat  in 
more  than  one  county  (in  the  same  State 
or  in  two  or  more  States)  and  the  State 
or  county  committee  has  determined  ta 
apply  the  requirements  of  7  C3FR  728.867 

(c).  Wheat  Marketing  Quota  Regula¬ 
tions  for  1958  and  Subsequent  Crop 
Years  (7  CFR  728.850  to  728.895;  23  P.  R. 
2549),  and  any  amendments  thereto,  to 
such  multiple  farm  producer,  he  must 
be  entitled  to  receive  a  marketing  certifi¬ 
cate  for  each  such  farm  wherever  situ¬ 
ated,  in  order  for  the  producer  to  be 
eligible  for  price  support  on  his  1958  crop 
of  wheat.  Wheat  produced  in  violation 
of  a  restrictive  lease  on  Federally-owned 
land  or  produced  on  any  newly  irrigated 
or  drained  lands  within  any  F^eral  irri¬ 
gation  or  drainage  project  as  provided  in 
section  211  of  the  Agricultural  Act  of 
1956  shall  not  be  eligible  for  price  sup¬ 
port.  No  wheat  produced  on  any  farm 
which  receives  an  Increased  allotment 
under  the  provisions  of  Public  Law  85- 
390,  applicable  in  Modoc  and  Siskiyou 
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Counties,  California,  shall  be  eligible  for 
price  support. 

(b)  States  outside  the  commercial 
wheat~producing  area.  Any  producer  in 
States  outside  of  the  commercial  wheat* 
producing  area  shall  be  eligible  for  price 
support  without  regard  to  wheat  acre¬ 
age  allotments  in  accordance  with  other 
regulations  issued  by  Commodity  Credit 
Corporation  governing  eligibility  for 
price  support.  However,  wheat  produced 
in  violation  of  a  restrictive  lease  on 
Federally-owned  land  or  produced  on 
any  newly  Irrigated  or  drained  lands 
within  any  Federal  irrigation  or  drain¬ 
age  project  as  provided  in  section  211 
of  the  Agricultmtil  Act  of  1956  shall  not 
be  eligible  for  price  support. 

§  421.3030  Effect  of  unknowingly  cx- 
ceeding  farm  wheat  acreage  allotment: 
method  of  determination.  The  wheat 
acreage  on  a  farm  shall  not  be  deemed 
to  be  in  excess  of  the  wheat  acreage  al¬ 
lotment  for  the  purpose  of  price  sup¬ 
port  unless  the  operator  knowingly 
exceeded  such  allotment.  If  the  wheat 
acreage  allotment  is  in  fact  exceeded, 
such  allotment  shall  be  considered  as 
having  been  knowingly  exceeded  unless 
the  operator  of  the  farm  establishes  to 
the  satisfaction  of  the  county  committee 
in  accordance  with  paragraphs  (a) ,  (b) , 
or  (c)  of  this  section  that  he  has  not 
knowingly  exceeded  his  allotment  and  the 
determination  of  the  county  committee 
is  approved  on  review  by  the  State 
committee.  The  State  administrative 
officer  may  act  in  behalf  of  the  State 
committee  with  respect  to  review  of  de¬ 
terminations  under  paragraphs  (a)  and 
(b)  of  this  section. 

(a)  Erroneous  notice  of  ojcreage  allot¬ 
ment.  The  wheat  acreage  allotment  for 
the  farm  will  ^not  be  considered  to  be 
knowingly  exceeded  in  any  case  where 
through  error  in  a  county  or  State  office 
the  farm  operator  was  officially  notified 
in  writing  of  a  wheat  acreage  allotment 
for  the  1958  crop  which  was  larger  than 
the  finally-approved  acreage  allotment, 
the  farm  operator  or  any  producer  on  the 
farm,  acting  solely  on  the  information 
contained  in  the  erroneous  notice, 
planted  an  acreage  to  wheat  in  excess 
of  the  finally-approved  aci^age  allot¬ 
ment,  and  where  the  other  conditions 
of  this  paragraph  are  satisfied.  The  de¬ 
termination  of  eligibility  for  price  sup¬ 
port  for  the  farm  under  the  foregoing 
circumstances  will  be  based  oh  the  acre¬ 
age  allotment  contained  in  the  erroneous 
notice,  and  if  the  acreage  planted  to 
wheat  on  the  farm  is  adjusted  to  the  al¬ 
lotment  contained  in  the  erroneous  notice 
within  the  time  limits  for  disposal  of 
excess  acreage  as  provided  in  7  CFR 
728.855,  Wheat  Marketing  Quota  Regu¬ 
lations  for  1958  and  Subsequent  Crop 
Years  (7  CFR  728.850  to  728.895;  23  F.  R. 
2549)  and  any  amendments  thereto,  the 
farm  will  not  be  considered  to  be  over¬ 
planted.  Before  the  farm  operator  or 
any  producer  on  the  farm  can  be  said  to 
have  relied  upon  the  erroneous  notice, 
the  circumstances  must  have  been  such 
that  he  had  no  cause  to  believe  that  the 
acreage  allotment  notice  was  in  error. 
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To  determine  this  fact,  the  date  of  any 
corrected  notice  in  relation  to  the  time  of 
planting;  the  size  of  the  farm;  the 
amoimt  of  wheat  customarily  planted; 
and  all  other  pertinent  facts  should  be 
taken  into  consideration. 

(b)  Erroneous  notice  of  measured 
acreage.  The  wheat  acreage  allotment 
for  the  farm  will  not  be  considered  to  be 
knowingly  exceeded  in  any  case  where 
(1)  the  lack  of  compliance  was  caused 
by  reliance  in  good  faith  by  the  farm 
operator  on  an  erroneous  notice  of  meas¬ 
ured  acreage  issued  in  accordance  with 
applicable  regulations;  (2)  neither  the 
farm  operator  nor  any  producer  on  the 
farm  had  actual  knowledge  of  the  error 
in  time  to  adjust  the  excess  acreage  in 
accordance  with  applicable  regulations; 
(3)  the  incorrect  notice  was  the  result 
of  an  error  made  by  an  employee  of  the 
county  or  State  office  in  reporting,  com¬ 
puting,  or  recording  the  allotment  crop 
acreage  for  the  farm;  (4)  neither  the 
farm  operator  nor  any  producer  on  the 
farm  was  in  any  way  responsible  for  the 
error;  and  (5)  the  extent  of  the  error 
in  the  erroneous  notice  was  such  that  the 
farm  operator  would  not  reasonably  be 
expected  to  question  the  acreage  of  which 
he  was  erroneously  notified. 

(c)  Failure  to  measure  acreage  or 
notify  operator.  The  wheat  acreage  al¬ 
lotment  for  the  farm  will  not  be  consid¬ 
ered  to  be  knowingly  exceeded  in  any  case 
where  through  no  fault  of  the  farm  oper¬ 
ator  or  any  producer  on  the  farm,  the 
wheat  acreage  was  not  measured  or  the 
farm  operator  was  not  notified  of  the 
measured  acreage  im  time  to  dispose  of 
the  excess  acreage  prior  to  the  final  date 
for  the  disposition  of  excess  acreage: 
Provided,  That  the  excess  acreage  was 
relatively  small  and  the  farm  operator 
establishes  that  because  of  the  relative 
smallness  of  the  excess  and  the  unavail¬ 
ability  to  him  of  any  recent  measure- 
ments'of  the  field  acreages  on  the  farm, 
he  had  no  reason  to  believe  the  wheat 
acreage  was  in  excess  of  the  farm  acreage 
allotment.  Nothing  in  this  paragraph 
shall  affect  any  producer’s  liability  for 
penalties  on  excess  wheat  determined 
under  the  Wheat  Marketing  Quota  Reg¬ 
ulations  for  1958  and  Subsequent  Crop 
Years  (7  CFR  728.850  to  728.895;  23  F.  R. 
2549) ,  and  any  amendments  thereto. 

§  421.3031  Application  for  review  and 
request  for  reconsideration.  Any  pro¬ 
ducer  who  is  dissatisfied  with  any  deter¬ 
mination  with  respect  to  compliance 
with  his  wheat  acreage  allotment  may, 
within  15  days  after  the  date  of  mailing 
to  him  Form  MQ-24,  “Notice  of  Farm 
Acreage  Allotment  and  Marketing 
Quota”,  or  Form  MQ-93 — ^Wheat,  “No¬ 
tice  of  Farm  Marketing  Quota  and  Farm 
Marketing  Excess  of  Wheat”,  file  a  writ¬ 
ten  application  for  review  of'  such  de¬ 
termination  by  a  review  committee: 
Provided,  That  such  application  for  re¬ 
view  is  based  on  a  determination  which 
the  producer  has  the  right  to  have  re¬ 
viewed  imder  7  CFR  711.13,  Marketing 
Quota  Review  Regulations  as  issued  by 
the  Secretary  of  Agriculture  (7  CPR  Part 
711;  21  F.  R.  9365),  and  amendments 
thereto.  Unless  application  for  review 
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Is  made  within  such  15-day  period,  such 
determination  shall  be  final.  ’  ^ 

Issued  this  18th  day  of  June  1953. 

[seal]  True  D.  Morse, 

Acting  Secretary. 

[P.  R.  Doc.  68-4748;  Fil^,  June  23  iom. 

8:48  a.  m.]  ’  ^ 

TITLE  26— INTERNAL  REVENUE 

Chapter  I — Internal  Revenue  Service 
Department  of  the  Treasury  ' 

Part  81 — ^Regxtlations  Relating  10 
Estate  Tax 

SUPERSEDURE  OF  PART 

Cross  Reference:  For  supersedure  of 
this  part,  see  Title  26  (1954),  Chapter  L 
Part  20,  infra. 


TITLE  26— INTERNAL  REVENUE 
1954 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

[T.  D.  62981 

Part  1 — ^Income  Tax;  Taxable  Yeabs 

Beginning  After  December  31, 1953 

I  PURCHASE  OF  STOCK 

On  March  29,  1958,  notice  of  proposed 
rule  making  regarding  an  amendment  to 
the  regulations  under  section  334  (b)  (2) 
of  the  Internal  Revenue  Code  of  1954 
was  published  in  the  Federal  RECism 
(23  F.  R.  2104).  No  objection  to  the 
rules  proposed  having  been  received  dur¬ 
ing  the  30-day  period  prescribed  in  the 
notice,  the  amendment  set  forth  bdow 
is  hereby  adopted: 

Section  1.334-1  (c)  of  the  Income  Tax 
Regulations  (26  CFR  Pait  1)  is  amended 
by  striking  subparagraph  (3)  and  insert¬ 
ing  in  lieu  thereof  the  following: 

(3)  (i)  Except  as  provided  in  sub¬ 
division  (ii)  of  this* subparagraph,  in  the 
case  of  a  series  of  purchases  of  stock, 
the  two-year  period  specified  in  section 
334  (b)  (2)  (A)  shall  begin  on  the  day 
following  the  earliest  date  which  is  the 
end  of  a  period  of  twelve  months  or  less 
within  which  the  amount  of  stock  re¬ 
quired  by  section  334  (b)  (2)  (B)  was 
acquired.  For  example,  assume  that  20 
percent  of  the  stock  of  corporation 'A 
is  purchased  on  each  of  the  following 
dates:  April  1,  1956,  June  30,  1956,  Sep¬ 
tember  30.  1956,  December  31,  1956,  and 
June  1, 1957.  The  two-year  period  shall 
begin  on  January  1,  1957.  However,  if 
the  first  purchase  of  20  percent  of  the 
stock  occurs  on  November  1,  1955  (In¬ 
stead  of  April  1,  1956),  then  the  two- 
year  period  shall  begin  on  June  2, 1957. 

(ii)  If  a  plan  of  liquidation  is  adopted 
on  or  before  December  24,  195'8,  subdivi¬ 
sion  (i)  of  this  subparagraph  shall  not 
apply  and  the  rule  of  subdivision  (iii) 
of  this  subparagraph  shall  apply  uiile« 
the  parent  corporation  elects  to  have  the 
rule  of  subdivision  (i)  of  this  subpara¬ 
graph  apply.  Such  election  shall  be 
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jufuduU*  J unc  24 f  1958 

by  the  parent  corporation  cither 
5ft  statement  attached  to  its  return 
within  the  time  prescribed  for  fil- 
including  any  extensions  of  time) 
5r’the  taxable  year  within  which  such 
*  Ion  Is  adopted,  or  in  a  statement  filed  on 
Sfbefore  September  22.  1958,  with  the 
district  director  with  whom  such  corpo- 
^on’s  return  for  such  taxable  year  was 
aed.  The  election,  once  made,  shall  be 

irreVOCBblC* 

(iii)  The  rule  referred  to  in  subdivi¬ 
sion  (ii)  0^  this  subparagraph  is  as 

follows:  .  ,  ,  , 

(a)  In  the  case  of  a  series  of  pur¬ 
chases  of  stock,  the  two-year  period 
specified  in  section  334  (b)  (2)  (A)  shall 
jJJta  on  the  day  following  the  date  of 
the  last ^such  purchase  if  the  amount  of 
stock  specified  in  section  334  (b)  (2) 
(B)  is  purchased  during  the  preceding 
twelve  months. 

(b)  Application  of  the  rule  prescribed 
In  (0)  of  this  subdivision  may  be  illus¬ 
trated  by  the  following  example: 

Example.  '  Twenty  percent  of  the  stock  of 
corporation  A  Is  purchased  on  each  of  the 
following  dates:  April  1,  1954,  June  30,  1954, 
September  30.  1954,  December  31,  1954,  and 
i^rll  1,  1955.  Although  80  percent  of  the 
stock  of  corporation  A  had  been  piuchased 
as  of  December  31,  1954,  the  date  of  the  last 
transaction  of  the  series  of  transactions 
described  In  section  334  (b)  (2)  (B)  Is  April 
1,  1956,  and  therefore  the  two-year  ■  period 
ghftii  begin  on  April  2,  1£|55. 

(Sec.  7805,  68A  Stat.  917;  26  U.  S.  C.  7805) 

[sial]  Russell  C.  Harrington, 

Commissioner  of  Internal  Revenue, 

Approved:  June  18, 1958. 

pteD  C.  Scribner,  Jr., 

Acting  Secretary  of  the  Treasury, 

(P.  R.  Doc.  68-4715;  Filed.  June  23,  1958; 

8:45  a.  m.) 


[T.  D.  6296] 

Part  20 — ^Estate  Tax;  Estates  op  De- 
ciDENTs  Dying  After  August  16,  1954 

Part  301 — ^Procedure  and  Administration 

On  October  16, 1956,  notice  of  proposed 
rule  making  regarding  (1)  the  Estate 
Tax  Regulations  (26  CPR  Part  20)  under 
chapter  11  of  subtitle  B  of  the  Internal 
Revenue  Code  of  1954  and  under  certain 
sections  of  subtitle  P  of  the  Internal 
Revenue  Code  of  1954,  and  (2)  amend¬ 
ments  to  conform  the  Regulations  on 
Procedure  and  Administration  (26  CPR 
Part  301)  to  section  2  of  the  Act  of  Au¬ 
gust  6,  1956  (Public  Law  1011, 84th  Cong., 
70  Stat.  1075) ,  was  published  in  the  Ped- 
iiAL  Register  (21  P.  R.  7850).  After 
consideration  of  all  such  relevant  matter 
as  was  presented  by  interested  persons 
regarding  the  rules  proposed,  the  follow¬ 
ing  regulations  are  hereby  adopted.  Ex¬ 
cept  as  specifically  provided  otherwise, 
such  regulations  are  applicable  to  estates 
of  decedents  dying  after  August  16, 1954: 

Paragraph  1.  The  following  Estate  Tax 
Regulations  are  hereby  prescribed  under 
Chapter  11  of  Subtitle  B  of  the  Internal 
Revenue  Code  of  1954  and  under  certain 
sections  of  Subtitle  P  of  the  Internal 
Revenue  Code  of  1954: 
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Introduction 

Sec. 

20.0-1  Introduction. 

20.0-2  General  description  of  tax. 

Estates  of  Citizens  or  Residents 
TAX  imposed 

20.2001  Statutory  provisions;  rate  of  tax. 

20.2001- 1  Rate  of  tax. 

20.2002  Statutory  provisions;  liability  for 
pa3nnent. 

20.2002- 1  Liability  for  payment  of  tax. 

credits  against  tax 

20.2011  Statutory  provisions;  credit  for 
State  death  taxes. 

20.2011- 1  Credit  for  State  death  taxes. 

20.2011- 2  Limitation  on  credit  if  a  deduc¬ 
tion  is  allowed  under  section  2053  (d). 

20.2012  Statutory  provisions;  credit  for  gift 
tax. 

20.2012- 1  Credit  for  gift  tax.  ^ 

20.2013  Statutory  provisions;  credit  for  tax 
on  prior  transfers. 

20.2013- 1  Credit  for  tax  on  {urior  transfers. 

20.2013- 2  “First  llmltation”.- 

20.2013- 3  “Second  limitation’*. 

20.2013- 4  Valuation  of  property  transferred. 

20.2013- 5  “Property”  and  “transfer”  defined. 

20.2013- 6  Examples. 

20.2014  Statutory  provisions;  credit  for 
foreign  death  taxes. 

'SO.2014-1  credit  for  foreign  death  taxes. 

20.2014- 2  “First  limitation”. 

20.2014- 3  “Second  limitation”. 

20.2014- 4  Application  of  credit  In  cases 
involving  a  death  tax  convention. 

20.2014- 5  Proof  of  credit. 

20.2014- 6  Period  of  limitations  on  credit. 

20.2015  Statutory  provisions;  credit  for 
death  taxes  on  remainders. 

20.2015- 1  Credit  f(N  death  taxes  on  re¬ 
mainders. 

20.2016  Statutory  provisions;'  recovery  *of 
taxes  claimed  as  credit. 

20.2016- 1  Recovery  of  death  taxes  claimed 
as  credit. 

GROSS  ESTATE 

20.2031  Statutory  provisions;  definition  of 
gross  estate. 

20.2031- 1  Definition  of  gross  estate;  valua¬ 
tion  of  property. 

20.2031- 2  Valuation  of  stocks  and  bonds. 

20.2031- 3  Valuation  of  interests  in  busi¬ 
nesses. 

20.2031- 4  Valuation  of  notes. 

20.2031- 5  Valuation  of  cash  on  hand  or  on 
deposit. 

20.2031- 6  Valuation  of  household  and  per¬ 
sonal  effects. 

20.2031- 7  Valuation  of  annuities,  life 
estates,  terms  for  years,  remainders  and 
reversions. 

20.2031- 8  Valuation  of  certain  life  insur¬ 
ance  and  annuity  contracts. 

20.2031- 9  Valuation  of  other  property. 

20.2032  Statutory  provisions;  alternate 
valuation. 

20.2032- 1  Alternate  valuation.^ 

20.2033  Statutory  provisions;  'property  In 
which  the  decedent  had  an  interest. 

20.2033- 1  Property  in  which  the  decedent 
had  an  interest. 

20.2034  Statutory  provisions;  dower  or 
curtesy  Interests. 

20.2034- 1  Dower  or  curtesy  interests. 

20.2035  Statutory  provisions;  transactions 
in  contemplation  of  death. 

20.2035- 1  Transactions  in  contemplation  of 
death. 

20.2036  Statutory  provisions;  transfers  with 
retained  life  estate. 

20.2036- 1  Transfers  with  retained  life 
estate. 

20.2037  Statutory  provisions;  transfers  tak¬ 
ing  effect  at  death. 

20.2037- 1  Transfers  taking  effect  at  death. 

20.2038  Statutory  provisions;  revocable 
transfers. 
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20.2038- 1  Revocable  transfers. 

20.2039  Statutory  provisions;'^  annuities. 

20.2039- 1  Annuities. 

20.2039- 2  Annuities  under  “qualified  plans’*. 

20.2040  Statutory  provisions:  Joint  inter¬ 
ests. 

20.2040- 1  Joint  interests. 

20.2041  Statutory  provisions;  powers  of  ap¬ 
pointment. 

20.2041- 1  Powers  of  appointment;  in  gen¬ 
eral. 

20.2041- 2  Powers  of  appointment  created  on 
or  before  October  21,  1942. 

20J2041-3  Powers  of  appointment  created 
after  October  21,  1942. 

20.2042  Statutory  provisions;  proceeds  of 
life  insurance. 

20.2042- 1  Proceeds  of  life  insurance. 

20.2043  Statutory  provisions;  transfers  for 
insufficient  consideration. 

20.2043- 1  Transfers  fas  Insufficient  consid¬ 
eration. 

20.2044  Statutory  provisions;  prior  Interests. 

20.2044- 1  Applicability  to  pre-exist! ng 
transfers  or  interests. 

TAXABLE  ESTATE 

20.2061  Statutory  provisions;  definition  of 
taxable  estate. 

20.2051- 1  Definition  of  taxable  estate. 

20^2052  Statutory  provisions;  exemption. 

20.2052- 1  Exemption. 

20.2053  Statutory  provisions;  expenses,  in¬ 
debtedness,  and  taxes. 

20.2053- 1  Deductions  for  expenses.  Indebt¬ 
edness,  and  taxes;  in  general. 

20.2053- 2  Deduction  for  funeral  expenses. 

20.2053- ^  Deduction  for  expenses  of  admixi- 
istering  eetate. 

20.2053- 4  Deduction  for  claims  against  the 
estate;  in  general. 

20.2053- 5  Deductions  for  charitable,  etc., 
pledges  or  subscriptions. 

20.2053- 6  Deduction  for  taxes. 

20.2053- 7  Deduction  for  impald  mortgages. 

20i2053-8  Decoction  for  expenses  in  admin¬ 
istering  property  not  subject  to  claims. 

20.2053- 9  'Deduction  for  certain  State  death 
taxes. 

20.2054  Statutory  provisions;  losses. 

20.2054- 1  Deduction  for  losses  from  casual¬ 
ties  or  theft.  . 

20.2055  Statutory  provisions;  transfers  for 
public,  charitable,  end  religious  uses. 

20.2055- 1  Deduction  for  transfers  for  pub¬ 
lic,  charitable,  and  religious  uses;  in 
general. 

20.2055- 2  Transfers  not  exclusively  for  char¬ 
itable  purposes. 

20.2055- 3  Death  taxes  payable  out  of  chari¬ 
table  transfers. 

20.2055- 4  Disallowance  of  charitable,  etc., 
deductions  because  of  “prohibited  traxis- 
actions”. 

20.2056  (a)  Statutory  provisions;  bequests, 
etc.,  to  surviving  spouse;  allowance  of 
marital  deduction. 

20.2056  (a)-l  Marital  deduction;  In  general. 

20.2056  (a) -2  Marital  deduction;  “deducti¬ 
ble  interests”  and  “nondeductible  in¬ 
terests”. 

20.2056  (b)  Statutory  provisions;  bequests, 
etc.,  to  surviving  spouse;  limitation  in 
the  case  of  life  estate  or  other  terminable 
interest. 

20.2056  (b)-l  Marital  deduction;  limitation 
in  case  of  life  estate  or  other-  “termi¬ 
nable  interest”. 

20.2056  (b)-2  Marital  deduction;  interest  in 
unidentified  assets. 

20.2056  (b)-3  Marital  deduction;  interest  of 
spouse  conditioned  on  survival  for  lim¬ 
ited  period.  ' 

20.2056(b) -4  Marital  deduction;  valuation 
of  interest  passing  to  surviving  spouse. 

20.2056  (b)-6  Marital  deduction;  life  eetate 
with  power  of  appointment  in  surviv¬ 
ing  spouse. 
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20.2056  (b)-0  Marital  deduction;  life  In¬ 
surance  or  annuity  payments  with  power 
of  appointment  In  surviving  spouse.* 

20.2056  (c)  Statutory  provisions;  bequests, 
etc.,  to  surviving  spouse;  limitation  on 
aggregate  of  deductions. 

20.2056  (c)-!  Marital  deduction;  limitation 
on  aggregate  of  deductions;  In  general. 

20.2056  (c)-2  Marital  deduction  in  cases  In¬ 
volving  community  property.  > 

20.2056  (d)  Statutoiy  provisions;  bequests, 
etc.,  to.  sxirviving  spouse;  disclaimers. 

20/2056  (d)-l  Marital  deduction;  effect  of 
disclaimers. 

20.2056  (e)  Statutory  provisions;  bequests, 
etc.,  to  surviving  spouse;  definition. 

20.2056  (e)-l  Marital  deduction;  definition 
of  "passed  from  the  decedent”. 

20.2056  (e)-2  Marital  deduction;  definition 
of  “passed  from  the  decedent  to  his  sur¬ 
viving  spouse”. 

20.2056  (e)-3  Marital  deduction;  definition 
of  “passed  from  the  decendent  to  a  per¬ 
son  other  than  his  sxirvlvlng  spouse”. 

Estates  or  Noneesidents  Not  Citizens 

20.2101  Statutory  provisions;  tax  Imposed. 

20.2101- 1  Estates  of  nonresidents  not  citi¬ 
zens;  tax  Imposed. 

'  20.2102  Statutory  provisions;  credits  against 
tax. 

20.2102- 1  Estates  of  nonresidents  not 
citizens;  credits  against  tax.  * 

20.2103  Statutory  provisions;  definition  of 
gross  estate.  , 

20.2103- 1  Estates  of  nonresidents  not 
citizens;  “entire  gross  estate”. 

20.2104  Statutory  provisions;  property 
within  the  United  States. 

20.2104- 1  Estates  of  nonresidents  not  citi¬ 
zens;  property  within  the  United  States. 

20.2105  Statutory  provisions;  property  with¬ 
out  the  United  States. 

20.2105- 1  Estates  of  nonresidents  not  citi¬ 
zens;  property  without  the  United  States. 

20.2106  Statutory  provisions;  taxable  estate. 

20.2106- 1  Estates  of  nonresidents  not  citi¬ 
zens;  taxable  estate;  deductions  in 
general. 

20.2106- 2  Estates  of  nonresidents  not  citi- 

~  zens;  deductions  for  exi>enses,  losses,  etc. 

Miscellaneous 

20.2201  Statutory  provisions;  members  of 
the  Armed  Forces  dying  during  an  in¬ 
duction  period. 

20.2201- 1  Members  of  the  Armed  Forces 
dying  during  the  induction  period. 

20.2202  Statutory  provisions;  ~  missionaries 

in  foreign  service.  v 

20.2202- 1  Missionaries  In  foreign'  service. 

20.2203  Statutory  provisions;  definition  of 
executor. 

20.2203- 1  Definition  of  executor." 

20.2204  Statutory  provisions;  discharge  of 
executor  from  personal  liability. 

20.2204^1  Discharge  of  executor  from  per-* 
sonal  liability. 

20.2205  Statutory  provisions;  reimburse- 
^  ment  out  of 'estate. 

20.2205- 1  Reimbursement  out  of  estate. 

20.2206  Statutory  provisions;  liability  of  life 
insurance  beneficiaries. 

20.2206- 1  Liability  of  life  insurance  bene¬ 
ficiaries. 

20.2207  Statutory  provisions;  liability  of  re¬ 
cipient  of  property  over  which  decedent 
had  power  of  appointment. 

20.2207- 1  Liability  of  recipient  of  property 
over  which  decedent  had  power  of  ap¬ 
pointment. 

Procedure  and  Administration 

t  20.6001  Statutory  provisions;  notice  or  regu¬ 
lations  requiring  records,  statements, 
and  special  returns.  « 

20.6001-1  Persons  required  to  keep  records, 
and  render  statements. 

20.6011  Statutory  provisions;  general  re¬ 
quirement  of  return,  statement,  or  list. 
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20.6011-1  General  requirement  of  return, 
statement,  or  list. 

20.6018  Statutory  provisions;  estate  tax  re- 
.  turns. 

20.6018- 1  Returns. 

20.6018- 2  Returns;  person  required  to  file 
return. 

20.6018- 3  Returns;  contents  of  returns. 

20.6018- 4  Returns;  documents  to  accom¬ 
pany  the  return. 

20.6036  Statutory  provisions;  notice  of 
qualification  as  executor  or  receiver. 
20.6036-1  Notice  of  qualification  as  executor. 
20.6071  Statutory  provisions;  time  for  filing 
returns  and  other  documents. 

20.6071-1  Time  for  filing  of  preliminary 
notice. 

20.6075  Statutory  provisions;  time  for  filing 
estate  tax  return. 

20.6075-1  Returns;  time  for  filing  estate  tax 
return.  . 

2().6081  Statutory  provisions;  extension  of 
time  for  filing  returns. 

20.6081-1  Extension  of  time  for  filing  the 
return. 

20.6091  Statutory  provisions;  place  for  filing 
returns  or  other  documents.  ^ 
20.6091-1  Place  for  filing  returns  or  other 
documents. 

20.6151  Statutory  provisions;  time  and 
place  .for  paying  tax  shown  on  returns. 
20.6151-1  Time  and  place  for  paying  tax 
shown  on  the  return. 

20.6161  Statutory  provisions;  extension  of 
time  for  paying  tax. 

20.6161- 1  Extension  of  time  for  paying  tax 
shown  on  the  return. 

20.6161- 2  Extension  of  time  for  paying  de¬ 
ficiency  in  tax. 

20.6163  Statutory '  provisions;  extension  of 
time  for  payment  of  estate  tax  bn  value 
of  reverr'onary  or  remainder  interest  in 
property. 

20.6163-1  Extension  of  time  for  payment  of 
estate  tax  on  value  of  reversionary  or 
remainder  interest  in  property. 

20.6165  Statutory  provisions;  bonds  where 
time  to  pay  tax  or  deficiency  has  been 
extended. 

20.6165-1  Bonds  where  time  to  pay  tax  or 
deficiency  has  been  extended. 

20.6314  Statutory  provisions;  receipt  for 
taxes. 

20.6314-1  Duplicate  receipts  for  payment  of 
estate  taxes. 

20.6321  Statutory  provisions;  lien  for  taxes.  - 
20.6321-1  Lien  for  taxes. 

20.6322  Statutory  provisions;  period  of  lien. 

20.6323  Statutory  provisions;  validity 
against  mortgagees,  pledgees,  purchasers, 
and  Judgment  creditors. 

20.6323- 1  Validity  against  mortgagees, 
pledgees,  purchasers,  and  Judgment 
creditors. 

20.6324  Statutory  provisions;  special  liens 
for  estate  and  gift  taxes. 

20.6324- 1  Special  lien  for  estate  tax. 

20.6325  Statutory  provisions;  release  of  lien 
or  partial  discharge  of  property. 

20.6325- 1  Release  of  lien  or  partial  dis¬ 
charge  of  property;  transfer  certificates 
in  nonresident  estates. 

20.6601  Statutory  provisions;  Interest  on 
underpayment,  nonpayment,  or  exten¬ 
sions  of  time  for  payment,  of  tax. 
20.6601-1  Interest  on  underpayment,  nonr 
payment,  or  extensions  of  time  for  pay¬ 
ment,  of  tax. 

20.7101  Statutory  provisions;  form  of  bonds. 
20.7101-1  Form  of  bonds. 

20.7404  Statutory  provisions;  authority  to 
bring  civil  action  for  estate  taxes. 

Authoritt:  §§  20.0-1  to  20.7404  Issued 
under  sec.  7805,  I.  R.  C.  1954;  68A  Stat.  917; 
26  U.  S.  C.  7805. 

Introduction 

§  20.0-1  Introduction — (a)  In  gen- 
eral.  The  regulations  in  this,  part  are 


designated  “Estate  Tax  Regulatlonj* 
The  regulations  in  this  part  pertein  to 

(1)  the  Federal  estate  tax  imposed  h? 
chapter  11  of  subtitle  B  of  the  InternS 
Revenue  Code  on  the  transfer  of  esta^ 
of  decedents  dying  after  August  16, 19^ 
and  (2)  certain  related  administratS 
provisions  of  subtitle  F  of  the  Code,  ft 
should  be  noted  that  the  applicatira  of 
many  of  the  provisions  of  the  regula¬ 
tions  in  this  part  may  be  affected  by  the 
provisions  of  an  applicable  death  tax 
convention  with  a  foreign  country,  fjn. 
less  otherwise  indicated,  references  in 
the  regulations  to  the  “Internal  Rev- 
enue  Code”  or  the  “Code”  are  refereoces 
to  the  Internal  Revenue  Code  of  1954,  as 
amended,  and  references  to  a  section  or 
other  provision  of  law  are  references  to 
a  ISection  or  other  provision  of  the  In- 
ternal  Revenue  Code  of  1954.  as 
amended.  Unless  otherwise  provided, 
the  Estate  Tax  Regulations  are  applic. 
able  to  the  estates  of  decedents  dying 
after  August  16,  1954,  and  supersede  the 
regulations  contained  in  Part  81.  Sub¬ 
chapter  B,  Chapter  I.  Title  26,  Code  of 
Federal  Regulations  (1939)  (Regulathw 
105,  Estate  Tax) ,  as  prescribed  and  made 
applicable  to  the  Internal  Revenue  Code 
of  1954^  by  Treasury  Decision  6091, 
signed  August  16,  1954  (19  F.  R.  51671 
Aug.  17,  1954). 

(b)  Scope  of  regulations — (1)  Estatu 
of  citizens  or  residents.  Subchapter  A  of 
chapter  11  of  the  Code  pertains  to  the 
taxation  of  the  estate  of  a  person  who 
was  a  citizen  or  a  resident  of  the  United 
States  at  the  time  of  his  death.  The 
term  “resident”  means  a  decedent  who, 
at  the  time  of  his  death,  had  his  domicile 
in  the  United  States.  The  term  “United 
States”,  as  used  in  the  Estate  Tax  Reg¬ 
ulations,  includes  only  the  States,  the 
Territories  of  Alaska  and  H^aii,  and  the 
District  of  Columbia  (see  section  7701 
(a>  (9)).  A'person  acquires  a  domicile 
in  a  place  by  living  there,  for  even  a  brief 
period  of  time,  with  no  definite  present 
intention  of  later  removing  therefrom. 
Residence  without  the  requisite  intenti(Hi 
to  remain  indefinitely  will  not  suffice  to 
constitute  domicile,  nor  will  intention  to 
change  domicile  effect  such  a  change  un¬ 
less  accompanied  by  actual  removal.  The 
regulations  pursuant  to  subchapter  A  are 
set  forth  in  §§  20.2001-1  to  20.2056  (e)-3. 

(2)  Estates  of  nonresidents  not  cit¬ 
izens.  Subchapter  B  of  chapter  11  of  the 
Code  pertains  to  the  taxation  of  the 
estate  of  a  person  who  was  a  nonresidoat 
not  a  citizen  of  the  United  States  at  the 
time  of  his  death.  A  “nonresident”  is  1 
decedent  who,  at  the  time  of  his  death, 
had  his  domicile  outside  the  United 
States  under  the  principles  set  forth  in 
subparagraph  (1)  of  this  paragraph. 
(See,  however,  section  2202  with  respect 
to  missionaries  in  foreign  service.)  The 
regulations  pursuant  to  subchapter  B  are 
set  forth  in  §§  20.2101-1  to  20.2106-2. 

(3)  Miscellaneous  substantive  pro" 
visions.  Subchapter  C  of  chapter  11  of 
the  Code  contains  a  number  of  miscella¬ 
neous  substantive  provisions.  The  regu¬ 
lations  pursuant  to  subchapter  C  are  set 
forth  in  §§  20.2201-1  to  20.2207-1. 

(4)  Procedure  and  administration 
provisions.  Subtitle  F  of  the  Internal 
Revenue  Code  contains  some  sections 
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•hich  are  appUcable  to  the  Federal  es- 
tax  The  regxilationa  pursuant  to 
sections  are  set  forth  in  §§  20.6001- 
ito  20  7101-1.  Such  regulations  do  not 
nitfoort  to  be  aU  the  regulations  on  pro- 
and  administration  which  are 
oStinent  to  estate  tax  matters.  For  the 
JLalnder  of  the  regulations  on  pro¬ 
cure  and  administration  which  are 
pertinent  ,to  estate  tax  matters,  see  Part 

801  of  this  chapter 

(c)  Arrangement  an-d  numbering. 
Each  section  of  this  part  (except  this 
^tion  and  §  20.0-2)  is  preceded  by  the 
■^on  or  subsection  of  the  Internal 
Revenue  Code  which  it  interprets.  The 
sections  of  the  regulations  can  readily 
l)e  distinguished  from  sections  of  the 
(;tode  since — 

(1)  The,  sections  of  the  regulations  in 
this  part  are  printed  in  larger  type; 

The  sections  of  the  regulations  in 
tills  part  are  preceded  by  a  section  S3mi- 
bol  and  the  part  number,  arabic  number 
20  followed  by  a  decimal  point  (S  20.) ; 
and 

(3)  The  sections  of  the  Code  are  pre¬ 
ceded  by  “Sec.”.  Each  section  of  the 
regulations  setting  forth  law  pr  regula¬ 
tions*  is  designated  by  a  nuniber  com¬ 
posed  of  the  part  number  followed  by  a 
decimal  point  (20.)  and  the  number  of 
the  corresponding  provision  of  the  In¬ 
ternal  Revenue  Code.  In  the  case  of  a 
section  setting  forth  regulations,  this 
designation  is  followed  by  a  hyphen  (-) 
and  a  number  identifying  such  section. 
By  use  of  these  designations  one  can 
ascertain  the  sections  of  the  regulations 
relating  to  a  provision  of  the  Code. 
Thus,  the  section  of  the  regulations  set¬ 
ting  forth  section  2012  of  the  Internal 
Revenue  Code  is  designated  §  20.2012  and 
the  regulations  pertaining  to  section 
2012  are  designated  §  20.2012-1. 

§  20.0-2  General  description  of  tax—> 

(a)  Nature  of  tax.  The  Federal  estate 
tax  is  neither  a  property  tax  nor  an  in¬ 
heritance  tax.  It  is  a  tax  imposed  upon 
the  transfer  of  the  entire  taxable  estate 
and  not  upon  any  particular  legacy,  de¬ 
vise,  or  distributive  share.  Escheat  of  a 
decedent’s  property  to  the  State  for  lack 
of  heirs  is  a  transfer  which  causes  the 
property  to  be  Included  in  the  decedent’s 
gross  estate. 

(b)  Method  of  determining  tax;  estate 
of  citizen  or  resident — (1)  In  general. 
Subparagraphs  (2)  to  (5)  of  this  para¬ 
graph  contain  a  general  description  of 
the  method  to  be  used  in  determining  the 
Federal  estate  tax  imposed  upon  the 
transfer  of  the  estate  of  a  decedent  who 
was  a  citizen  or  resident  of  the  United 
States  at  the  time  of  his  death. 

(2)  Gross  estate.  The  first  step  in  de¬ 
termining  the  tax  is  to  ascertain  the 
total  value  of  the  decedent’s  gross  estate. 
The  value  of  the  gross  estate  includes 
the  value  of  all  property  (except  real 
property  situated  outside  of  the  United 
States)  to  the  extent  of  the  interest 
therein  of  the  decedent  at  the  time  of 
his  death.  However,  the  gross  estate 

■  also  may  include  property  in  which  the 
decedent  did  not  have  an  interest  at  the 
time  of  his  death.  A  decedent’s  gross 
estate  for  Federal  estate  tax  purposes 
may  therefore  be  very  different  from 
the  same  decedent’s  estate  for  local  pro- 
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bate  purposes.  Examples  of  items  which 
may  be  included  in  a  decedent’s  gross 
estate  and  not  in  his  probate  estate  are 
the  following:  certain  property  trans¬ 
ferred  by  the  decedent  during  his  life¬ 
time  without  adequate  consideration; 
property  held  Jointly  by  the  decedent 
and  others;  property  over  which  the  de¬ 
cedent  had  a  general  power  of  appoint¬ 
ment;  proceeds  of  certain  policies  of  in¬ 
surance  on  the  decedent’s  life;  annui¬ 
ties;  and  dower  or  curtesy  of  a  surviving 
spouse  or  a  statutory  estate  in  lieu 
thereof.  For  a  detailed  explanation  of 
the  method  of  ascertaining  the  value  of 
the  gross  estate,  see  sections  2031 
through  2044,  and  the  regulations  there¬ 
under. 

(3)  Taxable  estate.  The  second  step 
in  determining  the  tax  is  to  ascertain 
the  value  of  the  decedent’s  taxable  es¬ 
tate.  The  value  of  the  taxable  estate  is 
determined  by  subtracting  from  the 
value  of  the  gross  estate  the  authorized 
exemption  and  deductions.  Under  vari¬ 
ous  conditions  and  limitations,  deduc¬ 
tions  are  allowable  for  expenses,  in¬ 
debtedness,  taxes,  losses,  charitable 
transfers,  and  transfers  to  a  surviving 
spouse.  For  a  detailed  explanation  of 
the  method  of  ascertaining  the  value  of 
the  taxable  estate,  see  sections  2051 
through  2056,  and  the  regulations 
thereunder. 

(4)  Gross  estate  tax.  The  third  step 
is  the  determination  of  the  gross  estate 
tax.  This  is  accomplished  by  the  ap¬ 
plication  of  certain  rates  to  the  value  of 
the  decedent’s  taxable  estate.  In  this 
connection,  see  section  2001  and  the 
regulations  thereunder. 

(5)  Net  estate  tax  payable.  The  final 
step  is  the  determination  of  the  net 
estate  tax* payable.  This  is  done  by  sub¬ 
tracting  from  the  gross  estate  tax  the 
authorized  credits  against  tax.  Under 
certain  conditions  and  limitations,  cred¬ 
its  are  allowable  for  the  following  (com¬ 
puted  in  the  order  stated  below) : 

(i)  State  death  taxes  paid  in.  connec¬ 
tion  with  the  decedent’s  estate  (section 
2011); 

(ii)  Gift  taxes  paid  on  inter-vivos 
transfers  by  the  decedent  of  property 


included  In  his  gross  estate  (section 
2012) ; 

(iii)  Foreign  death  taxes  paid  in  con¬ 
nection  with  the  decedent’s  estate  (sec¬ 
tion  2014) ;  and 

(iv)  Federal  estate  taxes  paid  on 
transfers  of  property  to  the  dec^ent 
(section  2013). 

Sections  2015  and  2016  contain  certain 
further  rules  for  the  application  of  the 
credits  for  State  and  foreign  death 
taxes.  For  a  detailed  explanation  of  the 
credits  against  tax,  see  sections  2011 
through  2016,  and  the  regulations 
thereunder. 

(c)  Method  of  determining  tax;  estate 
of  nonresident  not  a  citizen'.  In  general, 
the  method  to  be  used  in  determining 
the  Federal  estate  tax  Imposed  upon  the 
transfer  of  an  estate  of  a  decedent  who 
was  a  nonresident  not  a  citizen  of  the 
United  States  is  similar  to  that  described 
in  paragraph  (b)  of  this  section  with 
respect  to  the  estate  of  a  citizen  or  resi¬ 
dent.  Briefly  stat^,  the  steps  are  as 
foUows:  first,  ascertain  the  value  of  that 
part  of  the  decedent’s  “entire  gross 
estate”  which  at  the  time  of  his  death 
was  situated  in  the  United  States  (see 
§§20.2103-1  and  20.2104-1;  second,  de¬ 
termine  the  value  of  the  taxable  estate 
by  subtracting  from  the  value  of  that 
part  of  the  “entire  gross  estate”  whioh 
was  situated  in  the  United  States  at  the 
time  of  the  decedent’s  death  the  amount, 
of  the  allowablei  deductions  (see  §  20.- 
2106-1) ;  third,  compute  the  gross  estate 
tax  on  the  taxable  estate,  using  the  rates 
set  forth  in  section  2001  (see  §  20.2101* 
1) ;  and  fourth,  subtract  from  the  gross 
estate  tax. the  total  amount  of  any  al¬ 
lowable  credits  in  order  to  arrive  at  the 
net  estate  tax  payable  (see  §  20.2102-1). 

Estates  of  Citizems^os  Residents 
TAX  imposes 

§  20.2001  Statutory  provisions;  rate 
of  tax. 

Ssc.  2001.  Rate  of  tax.  A  tax  computed  In 
accordance  with  the  foUowlng  table  is  hereby 
imposed  on  the  transfer  of  the  taxable  estate, 
determined  as  provided  in  section  2051,  of 
every  decedent,  citizen  or  resident  of  the 
United  States  dying  after  the  date  of  enact¬ 
ment  of  this  title: 


If  the  taxable  estate  is— 

Not  over  $5,000 _ _ _ _ 

Over  $5,000  but  not  over  $10,000 _ 

Over  $10,000  but  not  over  $20,000 _ i _ 

Over  $20,000  but  not  over  $30,000 _ 

Over  $30,000  but  not  over  $40,000 _ 

Over  $40,000  but  not  over  $50,000 _ 

Over  $50,000  but  not  over  $60,000 _ 

Over  $60,000  but  not  over  $100,000 _ _ 

Over  $100,000  but  not  over  $250,000 _ 

Over  $250,000  but  not  over  $500,000 _ 

Over  $500,000  but  not  over  $750,000 _ _ 

Over  $750,000  but  not  over  $1,000,000 _ _ 

Over  $1,000,000  but  not  over  $14250,000-. 
Over  $1,250,000  but  not  over  $1,500,000.. 
Over  $1,500,000  but  not  over  $2.000.000.. 
Over  $2,000,000  but  not  over  $2,500,000.. 

Over  $2,500,000  but  not  over  $3,000,000 _ 

Ov»  $3,000,000  but  not  over  $3,500,000.. 
Over  $3,500,000  but  not  over  $4,000,000.. 
Over  $4,000,000  but  not  over  $5,000,000.. 
Over  $5,000,000  but  not  over  $6,000,000.. 
Over  $6,000,000  but  not  over  $7,000,000.. 

Over  $7,000,000  but  not  over  $8,000,0(X) _ 

Over  $8,000,000  but  not  over  $10.0<X),000. 
Over  $10,000,000 _ 


,  The  tax  shall  b^^ 

3  percent  of  the  taxable  estate. 

$150,  plus  7  percent  of  excess  over  $5,000. 

$500,  plus  11  percent  of  excess  over  $10,000. 

$1,600,  plus  14  percent  of  excess  over  $20,000. 

$3,000,  plus  18  percent  of  excess  over  $30,000. 

$4,800,  plus  22  percent  of  excess  over  $40,000. 

$7,000,  plus  25  percent  of  excess  over  $50,000. 

$9,500,  pl\is  28  p>ercent  of  excess  over  $60,000. 

$20,700,  plus  30  percent  of  excess  over  $100,000. 
$65,700,  plus  32  percent  of  excess  over  $250,000. 
$145,700,  plus  35  percent  of  excess  over  $500,000. 
$233,200,  plus  37  percent  of  excess  over  $750,900. 
$325,700,  plus  39  percent  of  excess  over  $r,000,000. 
$423,200,  plus  42  percent  of  excess  over  $1,250,000. 
$528,200,  pltis  45  percent  of  excess  over  $1,500,000. 
$753,200,  plus  49  percent  of  excess  over  $2,000,000. 
$998,200,  plus  53  percent  of  excess  over  $2,500,000. 
$1,263,200,  pliis  56  percent  of  excess  over  $3,000,000. 
$1,543,200,  plus  59  percent  of  excess  over  $3,500,000. 
$1,838,200,  plus  63  percent  of  excess  over  $4,000,000. 
$2,468,200,  plus  67  percent  of  excess  over  $5,000,000. 
$3,138,200,  plus  70  percent  of  excess  over  $6,000,0(X>. 
$3,838,200,  plus  73  percent  of  excess  over  $7,000,000. 
$4,568,200,  plus  76  percent  of  excess  over  $8,000,000. 
$6,0884200,  plus  77  percent  of  excess  over  $10,000,000. 


RULES  AND  REGULATIONS 


Sion  of  any  property  of  the  decedent  is  else,  or  release  of  a  power  of  appofoi, 
required  to  pay  the  entire  tax  to  the  ment,  or  beneficiary,  who  receives, 
extent  of  the  value  of  the  property  in  on  the  date  of  the  decedent’s  ’  de^ 
his  possession.  See  section  2203,  defin-  property  included  in  the  gross  estate 
ing  the  term  “executor”.  The  personal  der  sections  2034  through  2042,  is  perl 
liability  of  the  executor  or  such  other,  sonally  liable  for  the  tax  to  the  extent 
person  is  described  in  section  3467  of  of  the  value,  at  the  time  of  the  decedent’s 
the  Revised  Statutes  (31  XT.  S.  C.  192)  death,  of  such  property.  See  also  the 
as  follows:  following  related  sections  of  the  Internsl 

Every  executor,  administrator,  or  assignee.  Revenue  Code:  Section  2204,  discharie 
or  other  person,  who  pays,  in  whole  or  in  of  executor  from  personal  liability;  sec- 
part,  any  debt  due  by  the  person  or  estate  tion  2205,  reimbursement  out  of  estate* 
for  whom  or  for  which  he  acts  before  he  sections  2206  and  2207,  liability  of  life 
satisfies  and  pays  the  debijs  due  to  the  United  insurance  beneficiaries  and  recipients  of 
States  from  such  pers(m  or  estate.  shaU  be-  property  over  which  decedent  had  Dover 
come  answerable  in  his  own  person  and  coot 

estate  to  the  extent  of  such  payments  for  the  i  through 

debts  so  due  to  the  United  States,  or  for  so  6325,  c^cernmg  liens  for  taxes;  andsec- 
much  thereof  as  may  remain  due  and  unpaid,  tion  6901  (a)  (1),  concerning  the  liabil- 
*  ^  4.V.  ^  of  transferees  and  fiduciaries. 

As  used  in  said  section,  the  word  “debt” 

includes  a  beneficiary’s  distributive  share  credits  against  tax 

of  an  estate.  Thus,  if  the  executor  pays  §  20.2011  Statutory  provisions:  credit 
a  debt  due  by  the  decedent’s  estate  or  /or  State  death  taxes. 
distributes  any  portion  of  the  estate -be-  „  ^  ^ 

fore  all  the  estate  tax  is  paid,  he  is  ,  Sec.  2011.  ^dit  for  state  death  taxes^i,,) 
^  ^  i  In  general.  The  tax  Imposed  by  section  2001 

persona^  hable,  to  the  extent  of  the  ^1,^11  be  credited  wlth^e  amount  of^ 
payment  or  distribution,  for  so  much  of  estate,  inheritance,  legacy,  or  succeed 
the  estate  tax  as  remains  due  and  unpaid,  taxes  actually  paid  to  any  state  or  Territuy 
In  addition,  section  6324  (a)  (2)  pro-  or  the  District  of  Columbia,  or  any  poases- 
vides  that  if  the  estate  tax  is  not  paid  8^°“  of  united  States,  in  respect  cS.  saj 
“  -  property  included  in  the  gross  estate  (not 

Including  any  such  taxes  paid  with  respect 
to  the  estate  of  a  person  other  than  the 
decedent) . 

(b)  Amount  of  credit.  The  credit  allowed 
by  this  section  shaU  not  exceed  the  appro¬ 
priate  amount  stated  in  the  following  table: 


(b)  The  application  of  the  table  may 
belllustrated  by  the  following  example: 

Example.  The  decedent  died  January  1, 

1955,  having  a  gross  estate  of  $600,000.  Hie 
exemption  and  authorized  deductions 
amount  to  $75,000,  thus  leaving  a  taxable 
estate  of  $525,000.  Reference  to  the  table 
discloses  that  the  specified  amount  in  column 
(A)  nearest  to  and  less  than  the  value  of 
the  decedent’s  taxable  estate  is  $500,000.  The 
tax  upon  this  amount,  as  Indicated  in  col¬ 
umn  (C),  is  $145,700.  The  amount  by  which 
the  taxable  estate  exceeds  the  same  specified 
amount  is  $25,000.  The  tax  upon  this 
amount,  computed  at  the  rate  of  35  percent 
Indicated  in  colmnn  (D),  is  $8,750.  Thus, 
the  total  gross  estate  tax  upon  a  ^taxable 
estate  of  $525,000  is  $154,450.  From  this 
amount,  the  credits  authorized  by  sections 
2011  through  2014  are  subtracted  in  order  to  pver  $3,540,000  but  not  over  $4,040,000. 
determine  the  net  estate  tax  payable. 

§  20.2002  Statutory  provisions;  liabiU 
ity  for  payment. 

Sec.  2002.  Liability  for  payment.  The  tax 
Imposed  by  this  chapter  shall  be  paid  by  the 
executor. 

§  20.2002-1  Liability  for  payment  of 
tax.  ’The  Federal  estate  tax  imposed 
both  with  respect  to  the  estates  of  citi¬ 
zens  or  residents  and  with  respect  to 
estates  of  nonresidents  not  citizens  is 
payable  by  the  executor  or  administrator 
of  the  decedent’s  estate.  TTiis  duty 
applies  to  the  entire  tax,  regardless  of 
the  fact  that  the  gross  estate  consists  in 
part  of  property  which  does  not  come 
within  the  possession  of  the  executor 
or  administrator.  If  there  is  no  execu¬ 
tor  or  administrator  appointed,  qualified 
and  acting  in  the  United  States,  any 
person  in  actual  or  constructive  posses- 


If  the  taxable  estate  is—^  The  maximum  tax  credit  shall  be— 

Not  over  $90,000 _ _ _ _ _ - _ %oths  of  1  percent  of  the  amount  by  which  the 

taxable  estate  exceeds  $40,000.  ^ 

$400  plus  1.6  percent  of  the  excess  over  $90,000. 
$1,200  plus  2.4  percent  of  the  excess  over  $140,000. 
$3,600  plus  3.2  percent  of  the  excess  over  $240,000. 
$10,000  plus  4  percent  of  the  excess  over  $440,000. 
$18,000  plus  4.6  percent  of  the  excess  over  $640,000. 
$27,600  plus  5.6  percent  of  the  excess  over  $840,000. 
$38,800  plus  6.4  percent  of  the  excess  over  $1,040,000. 
$70,800  plus  7.2  percent  of  the  excess  over  $1,540,000. 
$106,800  plus  8  percent  of  the  excess  over  $2,040,000. 
$146,800  plus  8.8  percent  of  the  excess  over  $2,- 
540,000. 

Over  $3,040,000  but  not  over  $3,540,000 _ $190,800  plus  9.6  percent  of  the  excess  over  $3,- 

040,000. 

$238,800  plus  10.4  percent  of  the  excess  over  $3,- 
540,000. 

Over  $4,040,000  but  not  over  $5,040,000 _ $290,800  plus  11.2  percent  of  the  excess  over  $4,- 

040,000. 

Over  $5,040,000  but  not  over  $6,040,000..  $402,800  plus  12  percent  of  the  excess  over  $5,- 

040,000. 

Over  $6,040,000  but" riot  over  $7,040,000..  $522,800  plus  12.8  percent  of  the  excess  over  $8,- 

040,000. 

Over  $7,040,000  but  not  over  $8,040,000..  $650,800  plus  13.6  percent  of  the  excess  over  $7,- 

040,000. 

Over  $8,040,000  but  not  over  $9,040,000 _ $786,800  plus  14.4  percent  of  the  excess  over  $$,- 

040,000. 

Over  $9,040,000  but  not  over  $10,040,000.  $930,800  plus  15.2  percent  of  the  excess  over  $9,- 

040,000. 

Over  $10,040,000 - - - ...  $1,082,800  plus  16  percent  of  the  excess  over  $10,- 

040,000. 


Over  $90,000  but  not  over  $140,000 _ 

Over  $140,000  but  not  over  $240,000 _ 

Over  $240,000  but  not  over  $440,000 _ 

Over  $440,000  but  not  over  $640,000 _ 

Over  $640,000  but  not  over  $840,000 _ 

Over  $840,000  but  not  over  $1,040,000.. 
Over  $1,040,000  but  not  over  $1,540,000 
Over  $1,540,000  but  not  over  $2,040,000 
Over  $2,040,000  but  not  over  $2,540,000 
Over  $2,540,000  but  not  over  $3,040,000 


(c)  Period  of  limitations  on  credit.  The 
credit  allowed  by  this  section  shall  include 
only  such  taxes  as  wer<g  actually  paid  and 
credit  therefor  claimed  within  4  years  after 
the  filing  of  the  return  required  by  section 
6018,  except  that~ 

(1)  If  a  petition  for  redetermination  of  a 
deficiency  has  been  filed  with  the  Tax  Court 


within  the  time  prescribed  in  section  6218 
(a) ,  then  within  such  4-year  period  or  befcff* 
the  expiration  of  60  days  after  the  decision 
of  the  Tax  Court  becomes  final. 

(2)  If,  under  section  6161,  an  extension  of 
time  has  been  granted  for  pa3nnent  of  the 
tax  shown  on  the  retxim,  or  of  a  deficiency, 
then  within  such  4'-year  period  or  before  the 


(A) 

Taxable 
estate 
equal  to 
or  more 
than — 

(B) 

Taxable 
'estate 
less  than— 

(C) 

Tax  on 
amount 

In 

column 

(A) 

(D) 

Rate  of  tax 
on  excess 
over  amount 
in  column 
(A) 

\  .. 

$5,000 

Percent 

3 

$5,000 

10;  000 

$150 

7 

^  10,000 
20,  m 

20,000 

500 

11 

30,000 

1,600 

14 

30,000 

40,000 

3,000 

18 

40,000 

60,000 

4,800 

22 

60,000 

60,000 

7,000 

25 

eo;ooo 

100,000 

9,500 

28 

100,000 

250,000 

20,700 

30 

250,000 

500,000 

65,700 

32 

500,000 

750,000 

145,700 

36 

750,000 

1,000,000  ' 

233,200 

37 

1,000,000 

1,250,000 

325,700 

39 

1,260,000 

1,500,000 

2,000,000 

423,200 

42 

1,500,000 

528,200 

45 

2;  000, 000 

2,500,000  ' 

753,200 

49 

2;  500, 000 

3,000,000 

908,200 

63 

3,000,000 

3,500,000 

1,263,200 

56 

3,500,000 

4,000,000 

1,543,200 

59 

4,000,000 

5,000,000 

1,838,200 

63 

5,000,000 

6,000,000 

2,468,200 

67 

6,000,000 

7,000,000 

3, 138, 200 

70 

7,000,000 

8,000,000 

3,838,200 

73 

81000,000 

10,000,000 

4,568,200 

76 

10,000,000 

■  6,088,200 

77 

fuesday,  June  24, 1958 

of  the  expiration  of  the  period  of  the 

jxtenrion. 

baeed  on  the  credit  may  (despite  the 
of  secUons  6511  and  6512)  he  made 
^alm  therefor  Is  filed  within  the  period 
provided.  Any  such  refund  shall  be 
made  ^thout  interest. 

/d)  Basic  estate  tax.  The  basic  estate  tax 
A  estate  tax  Imposed  by  the  Revenue 
of  1926  shall  be  125  percent  of  the  amount 
determined  to  be  the  maximum  credit  pro¬ 
dded  by  subsection  (b).  The  additional 
Mtate  tM  shall  be  the  difference  between  the 
^  imposed  by  section  2001  or  2101  and  the 
hesic  estate  tax. 

(e)  Limitation  in  cases  involving  deduce 
fton  under  section  2053  (d).  In  any  case 
where  a  deduction  is  allowed  under  section 
3053  (d)  for  an  estate,  succession,  legacy,  or 
Inheritance  tax  imposed  upon  a  transfer  for 
nuWlc,  charitable,  or  religious  uses  described 
to  section  2055  or  2106  (a)  (2) ,  the  allowance 
ef  the  credit  under  this  section  shall  be 
subject  te  the  following  conditions  and 
tonitations: 

(1)  The  taxes  described  in  subsection  (a) 
rtall  not  Include  any  estate,  succession, 
legacy,  or  inheritance  tax  for  which  a  deduc* 
tion  is  allowed  under  section  2053  (d). 

1(2)  Ihe  credit  shall  not  exceed  the  lesser 
ef- 

(A)  The  amoimt  stated  in  subsection  (b) 
on  a  taxable  estate  determined  by  allowing 
the  deduction  authorized  by  section  2053  (d) , 
or 

(B)  That  proportion  of  the  ^ount  stated 
In  subsection  (b)  on  a  taxable  estate  deter¬ 
mined  without  regard  to  the  deduction  au¬ 
thorized  by  section  2053  (d)  as  (i)  the 
amoimt  of  the  taxes  described  in  subsedtion 
(a),  as  limited  by  the  provisions  of  paragraph 
(1)  of  this  subsection,  bears  to  (U)  the 
amount  of  the  taxes  described  in  subsection 

(a)  before  applying  the  limitation  contained 
in  paragraph  (1)  of  this  subsection. 

(3)  If  the  amount  determined  under  sub- 
paragraph  (B)  of  paragraph  (2)  is  less  than 
the  amount  determined  under  subparagraph 
(A)  of -that  paragraph,  then  for  purposes  of 
lubedction  (d)  such  lesser  amount  shall  be 
the  maximum  credit  provided  by  subsection 

(b) . 

[Sec.  2011  as  amended  by  sec.  3,  Act  of  Feb. 
20, 1056  (Pub.  Law  414.  84th  Cong.,  70  Stat. 
24)1 

S  20.2011-1  Credit  for  State  death 
taxes— (&>  In  general.  A  credit  is  al¬ 
lowed  under  section  2011  against  the 
Federal  estate  tax  for  estate,  inheritance, 
legacy  or  succession  taxes  actually  paid 
to  ar^  State,  Territory,  or  possession  of 
the  United  States,  or  the  District  of  Co¬ 
lumbia  (hereafter  referred  to  as  “State 
death  taxes”).  The  credit,  however  is  al¬ 
lowed  only  for  State  death  taxes  paid  (1) 
with  respect  to  property  included  in  the 
decedent’s  gross  estate,  and  (2)  with  re¬ 
spect  to  the  decedent’s  estate.  The 
amount  of  the  credit  is  subject  to  the 
limitation  described  in  paragraph  (b)  of 
this  section.  It  is  subj  ect  to  further  limi¬ 
tations  described  in  §  20.2011-2  if  a  de¬ 
duction  is  allowed  under  section  2053 
(d)  for  State  death  taxes  paid  with  re¬ 
spect  to  a  charitable  gift. 

(b)  Amount  of  credit.  (1)  If  the  de¬ 
cedent’s  taxable  estate  does  not  exceed 
$40,000,  the  credit  for  State  death  taxes 
is  aero.  If  the  decedent’s  taxable  estate 
does  not  exceed  $40,000,  the  credit  for 
State  death  taxes  is  limited  to  an  amount 
computed  in  accordance  with  the  fol¬ 
lowing  table: 

No.  123 - 2 
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Txblx  vox  CoMFUTAnoN  Of  Maximum  Cusrr  vox 
Statk  Dxath  Taxes 


(A) 

Taxable 
estate  equal 
to  or  more 
than— 

(B) 

Taxable 
estate  less 
than— 

(C) 

Credit  on 
amount  in 
column  (A) 

(D) 

Bates  of 
credit  on 
excess  over 
amount  in 
column  (A) 

$40,000 

$90,000 

Percent 

0.8 

90,000 

140,000 

$400 

1.6 

140,000 

240,000 

1,200 

2.4 

240,000 

440,000 

3,600 

3.2 

440,000 

640,000 

10,000 

4.0 

640,000 

840,000 

18,000 

4.8 

840,000 

1,040,000 

27,600 

6.6 

1,040,000 

1,640,000 

38,800 

6.4 

1,640,000 

2,040J)00 

70,800 

7.2 

2,040,000 

2,«(0,000 

106^800 

8.0 

2,640,000 

3,040,000 

146,800 

8.8 

3,040,000 

3,640,000 

190,800 

0.6 

3,640,000 

4,040,000 

238,800 

10.4 

4,040,000 

6,040,000 

290,800 

11.2 

6,040,000 

6,040,000 

402,800 

12.0 

6,040,000 

7,040,000 

622,800 

12.8 

7,040,000 

8,040,000 

660,800 

13.6 

8,040,000 

9,040,000 

786,800 

14.4 

9,040,000 

10,040,000 

930,800 

16.2 

1^040,000 

— 

1,08^800 

16.0 

(2)  Subparagraph  (1)  of  this  para¬ 
graph  may  be  illustrated  by  the  follow¬ 
ing  example: 

Example.  (1)  The  decedent  died  January  1, 
1955,  leaving  a  taxable  estate  of  $150,000.  On 
January  1,  1956,  Inheritance  taxes  totaling 
$2,500  were  actually  paid  to  a  State  with 
respect  to  property  included  in  the  dece¬ 
dent’s  gross  estate.  Reference  to  the  .table 
discloses  that  the  specified  amount  in  col- 
timn  (A)  nearest  to  but  less  than  the  value 
of  the  decedent’s  taxable  estate  is  $140,000. 
The  maximum  credit  in  respect  of  this 
amount,  as  indicated  in  column  (C),  is 
$1,200.  The  amount  by  which  the  taxable 
estate  exceeds  the  same  specified  amount  is 
$10,000.  The  maximum  credit  in  respect  of 
this  amoimt,  computed  at  the  rate  of  2.4 
percent  indicated  in  column  (D),  is  $240, 
Thus,  the  maximum  credit  in  respect  of  the 
decedent’s  taxable  estate  of  $150,000  is  $1,440, 
even  though  $2,500  in  inheritance  taxes  was 
actually  paid  to  the  State. 

(ii)  If,  in  subdivision  (i)  of  this  example, 
the  amount  actually  paid  to  the  State  was 
$950,  the  credit  for  State  death  tues  would 
be  limited  to  $950.  If.  in  subdivision  (i)  of 
this  example,  the  decedent’s  taxable  estate 
was  $35,000,  no  credit  lor  State  death  taxes 
would  be  allowed. 

(c)  Miscellaneous  limitations  and  con- 
ditions  to  credit — (1)  J^eriod  of  limita¬ 
tions.  The  credit  for  State  death  taxes 
is  limited  under  section  2&11  (c)  to  those 
taxes  wh^ch  were  actually  paid  and  for 
which  a  credit  was  claimed  within  four 
years  after  the  filing  of  the  estate  tax 
return  for  the  decedent’s  estate.  If, 
however,  a  petition  has  been  filed  with 
The  Tax  Court  of  the  United  States  for 
the  redetermination  of  a  deficiency  with¬ 
in  the  time  prescribed  in  section  6213 
(a),  the  credit  is  limited  to  those  taxes 
which  were  actually  paid  and  for  which 
a  credit  was  claimed  within  four  years 
after  the  filing  of  the  return  or  within 
60  days  after  the  decision  of  The  Tax 
Court  becomes  final,  whichever  period 
is  the  last  to  expire.  Similarly,  if  an 
extension  of  time  has  been  granted  under 
section  6161  for  payment  of  the  tax 
shown  on  the  return,  or  of  a  deficiency, 
the  credit  is  limited  to  those  taxes  which 
were  actually  paid  and  for  which  a  credit 
was  claimed  within  four  years  after  the 
filing  of  the  return,  or  before  the  date  of 
expiration  of  the  period  of  the  extension, 
whichever  period  is  last  to  expire.  See 
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section  2015  for  the  applicable  period  of 
mnitations  for  credit  for  -State  death 
taxes  on  reversionary  or  remainder  in¬ 
terests  if  an  election  is  made  under  sec¬ 
tion  6163  (a>  to  postpone  payment  of 
the  estate  tax  attributable  to  reversion¬ 
ary  or  remainder  interests.  If  a  claim 
for  refund  based  on  the  credit  for  State 
death  taxes  is  filed  within  the  applicable 
period  described  in  this  subparagraph,  a 
refund  may  be  made  despite  the  general 
limitation  provisions  of  sections  6511  and 
6512.  Any  refund  based  on  the  credit 
described  in  this  section  shall  be  made 
without  interest. 

(2)  Submission  of  evidence.  Before 
the  credit  for  State  death  taxes  is  al¬ 
lowed,  evidence  that  such  taxes  have  been 
paid  must  be  submitted  to  the  district 
director.  The  district  director  may  re¬ 
quire  the  submission  of  a  certificate  from 
the  proper  ofBcer  of  the  taxing  State, 
Territory,  or  possession  of  the  United 
States,  or  the  District  of  Coliunbia,  show¬ 
ing:  (1)  The  total  amount  of  tax  imposed 
(before  adding  interest  and  penalties  and 
before  allowing  discount) ;  (U)  the 

amount  of  any  cUscoimt  allowed;  (ill) 
the  amount  of  any  penalties  and  interest 
imposed  or  charged;  (iv)  the  total 
amount  actually  paid  in  cash;  and  (v) 
the  date  or  dates  of  payment.  If  the 
amount  of  these  taxes  has  been  redeter¬ 
mined,  the  amount  finally  determined 
should  be  stated.  The  required  evidence 
should  be  filed  with  the  return,  but  if 
that  is  not  convenient  or  possible,  then 
it  should  be  submitted  as  soon  thereafter 
as  luracticable.  The  district  director  may 
require  the  submission  of  such  addi¬ 
tional  proof  as  is  deemed  necessary  to 
establish  the  right  to  the  credit.  For 
example,  he  may  require  the  submission 
of  a  certificate  nf  the  proper  officer  of 
the  taxing  jurisdiction  showing  (vi) 
whether  a  claim  for  refund  of  any  part 
of  the  State  death  tax  Is  pending  and 
(vii)  whether  a  refund  of  any  part 
thereof  has  been  authorized,  and  if  a 
refund  has  been  made,  its  date  and 
amount,  and  a  descrhition  of  the  prop¬ 
erty  or  interest  in  respect  of  which  the 
refund  was  made.  The  district  director 
may  also  require  an  itemized  list*  of  the 
property  in  respect  of  which  State  death 
taxes  were  imposed  certified  by  the  offi¬ 
cer  having  custody  of  the  records  per¬ 
taining  to  those  taxes.  In  addition,  he 
may  require  the  executor  to  submit  a 
written  statement  (containing  a  declara¬ 
tion  that  it  is  made  imder  penalties  of 
perjury)  stating,  whether,  to  Ifis  knowl¬ 
edge,  any  person  has  instituted  litigation 
or  taken  an  appeal  (or  contemplates 
doing  so),  the  final  determination  of 
which  may  affect  the  amount  of  those 
taxes.  See  section  2016  concerning  the 
redetermination  of  the  estate  tax  if  State 
death  taxes  claimed  as  credit  are 
refunded. 

(d)  Definition  of  "basic  estate  ta:^\ 
Section  2011  (d)  provides  definitions  of 
the  terms  “basic  estate  tax”  and  “addi-  - 
tional  Estate  tax”,  used  in  the  Internal 
Revenue  Code  of  1939,  and  “estate  tax 
imposed  by  the  Revenue  Act  of  1926”,  for 
the  purpose  of  supplying  a  means  of  com¬ 
puting  State  death  taxes  under  local 
statutes  using  those  terms,  and  for  use 
in  determining  the  exemption  provide(f 
for  In  section  2201  for  estates  of  certain 
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members  of  the  Armed  Forces.  See  sec* 
tion  2011  (e)  (3)  for  a  modification  of 
these  definitions  if  a  deduction  is  allowed 
under  section  2053  (d)  for  State  death 
taxes  paid  with  respect  to  a  charitable 
gift. 

§  20.2011-2  Limitation  on  credit  if  a 
deduction  is  allowed  under  section 
2053  (d) .  If  a  deduction  is  allowed  un¬ 
der  section  2053  (d)  for  Stato  death  taxes 
paid  with  respect  to  a  charitable  gift,  the 
credit  for  State  death  taxes  is  subject 
to  special  limitations.  Under  these  limi¬ 
tations,  the  credit  cannot  exceed  the 
least  of  the  following: 

(a)  The  amount  of  State  death  taxes 
paid  other  than  those  for  which  a  deduc¬ 
tion  is  allowed  under  section  2053  (d) ; 

(b)  The  amotmt  indicated  in  section 
2011  (b)  to  be  the  maximum  credit  al¬ 
lowable  with  respect  to  the  decedent’s 
taxable  estate ;  or 

(c)  An  amount,  A,  which  bears  the 
same  ratio  to  B  (the  amoimt  which  would 
be  the  maximum  credit  allowable  under 
section  2011  (b)  if  the  deduction  under 
section  2053  (d)  w^re  not  allowed  in 
computing  the  decedent’s  taxable  estate) 
as  C  (the  amoimt  of  State  death  taxes 
paid  other  than  those  for  which  a  de- 


Sbc.  2013.  Credit  for  gift  tax — (a)  In  gen¬ 
eral.  If  a  tax  on  a  gift  has  been  paid  under 
chapter  12  (sec.  2501  and  following),  or 
under  corresponding  provisions  of  prior  laws, 
and  thereafter  on  the  death  of  the  donor  any 
amount  in  respect  of  such  gift'  is  required 
.to  be  Included  in  the  value  of  the  gross 
estate  of  the  decedent  for  purposes  of  this 
chapter,  then  there  shall  be  credited  against 
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ductlon  is  allowed  under  section  2053 

(d))  bears  to  D  (the  total  amount  of 
State  death  taxes  paid).  For  the  pur¬ 
pose  of  this  computation,  in  determining 
what  the  decedent’s  taxable  estate  would 
be  if  the  deduction  under  section  2053  (d) , 
were  not  allowed,  adjustment  must  be 
made  for  the  decrease  in  the  deduction 
for  charitable  gifts  imder  section  2055 
or  2106  (a)  (2)  (for  estates  of  nonresi¬ 
dents  not  citizens)  by  reason  of  any  in- 
cresise  in  Federal  estate  tax  which  would 
be  charged  against  the  charitable  gifts. 

The  application  of  this  section  may  be 
Illustrated  by  the  following  example: 

Example.  The  decedent  died  January  1, 
1955,  leaving  a  gross  estate  of  (925,000. 
Expenses,  Indebtedness,  etc.,  amounted  to 
(25,000.  The  decedent  bequeathed  (400,000 
to  his  son  with  the  direction  that  the  son 
bear  the  State  death  taxes  on  the  bequest. 
The  residuary  estate  was  left  to  a  charitable 
organization.  Except  as  noted  above,  all 
Federal  and  State  death  taxes  were  payable 
out  of  the  residuary  estate.  The  State  Im¬ 
posed  death  taxes  of  (60,000  on  the  son’s 
bequest  and  death  taxes  of  (75,000  on  the 
bequest  to  charity.  The  decedent’s  taxable 
estate  (determined  without  regard  to  the 
limitation  imposed  by  section  2011  (e)  (2) 
(B) )  Is  computed  as  follows: 


the  tax  Imposed  by  section  2001  the  amount 
of  the  tax  paid  on  a  gift  tmder  chapter  12, 
or  under  corresponding  provisions  of  prior 
laws,  with  respect  to  so  much  of  the  prop¬ 
erty  which  constituted  the  gift  as  Is  included 
in  the  gross  estate,  except  that  the  amount 
of  such  credit  shall  not  exceed  an  amotmt 
which  bears  the  same  ratio  to  the  tax  Im¬ 
posed  by  section  2001  (after  deducting  from 
such  tax  the  credit  for  State  death  taxes 
provided  by  section  2011)  as  the  value '(at 
the  time  of  the  gift  or  at  the  time  of  the 


death,  whichever  Is  lower)  of  so  much  of 
property  which  constituted  the  gift  as  is? 
eluded  In  the  gross  estate  bears  to  the  vslni 
of  the  entire  gross  estate  reduced  by  ? 
aggregate  amount  of  the  charitable  i? 
marital  deductions  allowed  under  secti^ 
2055, 2056,  and  2108  (a)  (2) .  ^ 

(b)  In  applying,  with  respect  to  any 

the  ratio  stated  In  subsection  (a),  the  vSti 
at  the  time  of  the  gift  or  at  the  ^ 
the  death,  referred  to  in  such  ratio,  shsU  hi 
reduced —  ^ 

(1)  By  such  amount  as  will  prop«iy  ^ 
fleet  the  amount  of  such  gift  which  vu 
excluded  In  determining  (for  purpoess  of 
section  2503  (a) ),  or  of  corresponding  provi. 
slons  of  prior  laws,  the  total  amoimt  of 
gifts  made  during  the  year  In  which  the  sut 
was  made: 

(2)  If  a  deduction  with  respect  to  such 
gift  is  allowed  under  section  2056  (a)  (re. 
latlng  to  marital  deduction) — ^then  by  u 
amount  which  bears  the  same  ratio  to  such 
value  (reduced  as  provided  In  paragraph  (i) 
of  this  subsection)  as  the  aggregate  amount 
of  the  marital  deductions  allowed  under  ate* 
tlon  2056  (a)  bears  to  the  aggregate  amount 
of  such  marital  deductions  computed  wlfh. 
out  regard  to  subsection  (c)  thereof;  and 

(3)  If  a  deduction  with  respect  to  sudt 
gift  is  allowed  under  sections  2055  or  310| 
(a)  (2)  (relating  to  charitable  deduction)-. 
then  by  the  amount  of  such  value,  redneel 
as  provided  in  paragraph  (1)  of  this  sub* 
section. 

(c)  Where  the  decedent  was  the  donor  of 
the  gift  but,  under  the  provisions  of  seetka 
2513,  or  corresponding  provisions  of  prior 
laws,  the  gift  was  considered  as  made  one* 
half  by  his  spouse — 

(1)  The  term  “the  amount  of  the  tax  paid 
on  a  gift  under  chapter  12’’,  as  used  In  rob* 
section  (a).  Includes  the  amounts  paid  with 
respect  to  each  half  of  such  gift,  the  amount 
paid  with  respect  to  each  being  computed 
In  the  manner  provided  in  subsection  (d); 
and 

(2)  In  applying,  with  respect  to  such  gift, 
the  ratio  stated  In  subsection  (a),  the  value 
at  the  time  of  the  gift  or  at  the  tliM  of 
t)ie  death,  referred  to  In  such  ratio,  Indudea 
such  value  with  respect  to  each  half  of  such 
gift,  each  such  value  being  reduced  as  pro¬ 
vided  in  paragraph  (1)  of  subsection  (b). 

(d)  (1)  For  piuposes  of  subsection  (a), 
the  amount  of  tax  paid  on  a  gift  under 
chapter  12,  or  under  corresponding  provlsipne 
of  prior  laws,  with  respect  to  any  gift  shall 
be  an  amount  which  bears  the  same  ratio  to 
the  total  tax  paid  for  the  year  In  which  the 
gift  was  made  as  the  amount  of  such  gift 
bears  to  the  total  amount  of  taxable  gifts 
(computed  without  deduction  of  the  spedflo 
exemption)  for  such  year. 

(2)  For  purposes  of  paragraph  (1),  the 
“amount  of  such  gift’’  shall  be  the  amount 
included  with  respect  to  such  gift  In  deter* 
mining  (for  the  purposes  of  section  2503  (a), 
or  of  corresponding  provisions  of  prior  laws) 
the  total  amoimt  of  gifte  made  during  such 
year,  reduced  by  the  amount  of  any  dedue* 
tlon  allowed  with  respect  to  such  gift  under 
section  2522,  or  under  corresponding  prorl* 
slons  of  prior  laws  (relating  to  charitable 
deduction),  or  under  section  2523  (relating 
to  marital  deduction) . 

§  20.2012-1  Credit  for  gift  tax— (() 
In  general.  A  credit  is  allowed  uodet 
section  2012  against  the  Federal  estate 
tax 'for  gift  tax  paid  under  chapter  12  of 
the  Internal  Revenue  Code,  or  corre-. 
sponding  provisions  of  prior  law,  on  a 
gift  by  the  decedent  of  property  subse¬ 
quently  included  in  the  decedent’s  gross 
estate.  The  credit  is  allowable  even 
though  'the  gift  tax  is  paid  after  the 
decedent’s  death  and  the  amount  of  the 
gift  tax  is  deductible  from  the  gross 
estate  as  a  debt  of  the  decedent. 


OrosB  estate _ - _ — - - - — — - — — - (925, 000. 00 

Expenses,  indebtedness,  etc - - - (25, 000. 00 

Exemption  _ _ _ 60, 000.  OO 

Deduction  under  section  2053  (d) _ _ _ — _ — - -  ^5,000.00- 

Charitable  fleductlon: 

Gross  estate _ — _ _ _ _ —  (925. 000. 00 

Expenses,  etc——....———— _ (25, 000. 00 

Bequest  to  son _  400, 000. 00 

State  death  tax  paid  from  residue _ _  75, 000. 00 

Federal  estate  tax  paid  from  residue...  122, 916. 67  622, 916.  67  302, 083. 33  462, 083. 33 
^-Taxable  estate.........—. _ ....... - - — - - - ... — .  462, 016. 67 

If  the  deduction  under  section  2053  (d)  were  not  allowed,  the  decedent’s  taxable  estate 
would  be  computed  as  follows: 

Gross  estate _ _ — ... — - ... - (925, 000. 00 

Expenses.  Indebtedness,  etc _ _ _ _ _ _ _ ...I.. - (25, 000. 00 

Exemption _ _ _ ... — . — - -  60, 000. 00 

Charitable  deduction: 

Gross  estate _ _ _ _ _ ...... - (925, 000. 00 

Expenses,  etc _ (25,000.00 

Bequest  to  son _ ......  400, 000. 00 

State  death  tax  paid  from  residue _ _  75, 000. 00 

Federal  estate  tax  paid  from  residue.. «  155, 000. 00  655, 000. 00  270, 000. 00  355, 000. 00 
Taxable  estate........... _ ........ _ ... — .. — . — .... — . — ...... — .  570, 000. 00 

On  a  taxable  estate  of  (570,000,  the  maximum  credit  allowable  under  section  2011  J[b) 
would  be  (15,200.  Under  these  facts,  the  credit  for  State' death  taxes  is  determined  as 
follows: 

(1)  Amount  of  State  death  taxes  paid  other  than  those  for  which  a  deduction 

Is  allowed  under  section  2053  (d)  ((135,000— (75,000) _ (60,000.00 

(2)  Amount  Indicated  In  section  2011  (b)  to  be  the  maximum  credit  allowable 

with  respect  to  the  decedent’s  taxable  estate  of  (462,916.67 - -  10, 916. 67 

(3)  Amount  determined  by  use  of  the  ratio  described  in  paragraph  (c)  above 

/  (60,00^  ^  (16,200^ _ -  6,  755.  56 

\(135,000  / 

(4)  Credit  for  State  death  taxes  (least  of  subparagraphs  (1)  through  (3)  above) .  6, 755. 56 


§  20.2012  Statutory  provisions:  credit 
for  gift  tax. 
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^Tuesday,  June  24, 1958 
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RULES  AND  REGULATIONS 


i^thout  regard  to  the  60  percent  limitation  in  section  2056  (c)  would  have  been  $250,000. 
ihe  gross  estate  tax  was  $17,900,  and  the  credit  for  State  death  taxes  was  $400. 

(ii)  Factor  “G”  of  the  ratio  which  is  used  in  computing  the  “second  limitation’*  is  com¬ 
puted  as  follows  (see  paragraph  (d)  (2)  of  §  20.2012-1) : 

Value  t>f  gift  to  wife  for  the  purpose  of  the  gift  tax  or  for  the  purpose  of  the  estate 


tax,  whichever  is  lower - ^ _ $86,000 

Less:  Portion  of  annual  exclusion  allowed  in  determining  the  gift  tax  (see  §  20.2012-1 

(d)  (2)  (1))_- -  3.000 

Net  valu6 _ _ _ _ _ _ _ _ _ _ _ _  83, 000 


Less:  Portion  of  the  net  value  allowed  as  a  marital  deduction  under  section  2056 

(see  520.2012-1  (d)  (2)  (U)) _  _ 

$150,000  (aggregate  marital  * 

deduction  allowed  for  ^  , 

the  purpose  of  the  estate 

— — - j —  X  ($86.000— $3,000)  (value  of  gift  to  wife  for  the  purpose 

$250,000  (aggregate  marital  qj.  jqj.  purpose  of  the  estate  tax, 

deduction  c  o  m  p  u  t  e  d  whichever  is  lower,  less,  portion  of  annual  exclusion 

without  regard  to  the  allowed  in  determining  the  gift  tax  (see  f  20.2012-1 

limitation  stated  in  sec-  /h\  t9\  n\\  so  aao 

tlon  2066  (c))  \  \  \  n  r 

Factor  “O”  of  the  ratio.. _ _ — _ _ _ _  33, 200 

(iii)^ Under  the  “second  limitation’’,  the  credit  for  gift  tax  on  the  donor’s  gift  to  his  wife 
cannot  exceed  (see  §  20.2012-1  (d)  (1) ). 

$33,200  (factor  “p”  of  the  ratio;  see  subdivision  (ii)  of  this  example)  ^ 

$350.000— $160,000  (v^ue  of  gross  estate,  less  marital  deduction  allowed) 

($17,900- $400)  (gross  estate  tax,  less  credit  for  State  death  taxes)  =$2,905. 


The  lesser  of  the  “first  limitation”  as 
computed  in  paragraph  (c)  of  this  sec¬ 
tion  and  the  “second  limitation”  as  com^ 
puted  in  this  paragraph  is  the  credit  for 
gift  tax. 

(e)  Credit  for  "'split  gifts’*.  If  a  dece¬ 
dent  made  a  gift  of  property  which  is 
thereafter  included  in  his  gross  estate, 
and.  under  the  provisions  of  section  2513 
of  the  Internal  Revenue  Code  of  1954  or 
section  1000  (f )  of  the  Internal  Revenue 
Code  of  1939,  the  gift  was  considered  as 
made  one-half  by  the  decedent  and  one- 
half  by  his  spouse,  credit  against  the 
estate  tax  is  allowed  for  the  gift  tax 
paid  with  respect  to  both  halves  of  the 
gift.  The  “first  limitation”  is  to  be 
separately  computed  with  respect  to  each 
half  of  the  gift  in  accordance  with  the 
principles  stated  in  paragraph  (c)  of  this 
section.  The  “second  limitation”  is  to 
be  computed  with  respect  to  the  entire 
gift  in  accordance  with  the  principles 
stated  in  paragraph  (d)  of  this  section. 
To  illustrate;  A  donor,  in  contemplation 
of  death,  transferred  property  valued  at 
$106,000  to  his  son  on  January  1,  1955, 
and  he  and  his  wife  consented  that  the 
gift  should  be  considered  as  made  one- 
half  by  him  and  one-half  by  her.  The 
property  was  thereafter  included  in  the 
donor’s  gross  estate.  Under  the  “first 
limitation”,  the  amount  of  the  gift  tax 
of  the  donor  paid  with  respect  to  the  one- 
half  of  the  gift  considered  as  made  by 
him  is  .determined  to  be  $11,250,  and  the 
amount  of  the  gift  tax  of  his  wife  paid 
with  respect  to  the  one-half  of  the  gift 
considered  as  made  by  her  is  determined 
to  be  $1,200.  Under  the  “second  limita¬ 
tion”,  the  amount  of  the  estate  tax  at¬ 
tributable  to  the  property  is  determined 
to  be  $28,914.  Therefore,  the  credit  for 
gift  tax  allowed  is  $12,450  ($11,250  plus 
$1,200). 

§  20.2013  Statutory  provisions:  credit 
for  tax  on  prior  transfers. 

Sxc.  2018.  Credit  for  tax  on  prior  frons- 
fers — (a)  General  rule.  The  tax  Imposed  by 
section  2001  shall  be  credited  with  all  or  a 


part  of  the  amount  of  the  Federal  estate  tax 
paid  with  respect  to  the  transfer  of  property 
(Including  propterty  passing  as  a  result  of  the 
exercise  or  non-exercise  of  a  power  of  ap¬ 
pointment)  to  the  decedent  by  or  from  a 
person  (herein  designated  as  a  “transferor”) 
who  died  within  10  years  before,  or  within 
2  years  after,  the  decedent’s  death.  If  the 
transferor  died  within  2  years  of  the  death 
of  the  decedent,  the  credit  shall  be  the 
amount  determined  under  subsections  (b) 
and  (c).  If  the  transferor  predeceased  the 
decedent  by  more  than  2  years,  the  credit 
shall  be  the  following  percentage  of  the 
amount  so  determined — 

(1)  80  percent,  if  within  the  third  or 
fotirth  years  preceding  the  decedent’s  death; 

(2)  60  percent,  if  within  the  fifth  or  sixth 
years  preceding  the  decedent’s  death; 

(3)  40  percent,  if  within  the  seventh  or 
eighth  years  preceding  the  decedent’s  death; 
and 

(4)  20  percent,  if  within  the  ninth  or  tenth 
years  preceding  the  decedent’s  death. 

(b)  Computation  of  credit.  Subject  to 
the  limitation  prescribed  in  subsection  (c), 
the  credit  provided  by  this  section  shall  be 
an  amoimt  which  bears  the  same  ratio  to  the 
estate  tax  paid  (adjusted  as  indicated  here¬ 
inafter)  with  respect  to  the  estate  of  the 
transferor  as  the  value  of  the  property  trans¬ 
ferred  bears  to  the  taxable  estate  of  the 
transferor  (determined  for  purposes  of  the 
estate  tax)  decreased  by  any  death  taxes 
paid  with  respect  to  such  estate  and  increased 
by  the  exemption  provided  for  by  section 
2052  or  section  2106  ^(a)  (3),  or  the  corre¬ 
sponding  provisions  of  prior  laws,  in  deter¬ 
mining  the  taxable  estate  of  the  transferor 
for  the  purposes  of  the  estate  tax.  For 
purposes  of  the  preceding  sentence,  the  estate 
tax  paid  shall  be  the  Federal  estate  tax  paid 
increased  by  any  credits  allowed  against  such 
estate  tax  under  section  2012,  or  correspond¬ 
ing  provisions  of  prior  laws,  on  account  of 
gift  tax,  and  for  any  credits  allowed  against 
such  estate  tax  under  this  section  on  account 
of  prior  transfers  where  the  transferor 
acquired  property  from  a  person  who  died 
within  10  years  before  the  death  of  the 
decedent. 

(c)  Limitation  pn  credit — (1)  In  general. 
The  credit  provided  in  this  section  shaU  not 
exceed  the  amoimt  by  which — 

(A)  The  estate  tax  imposed  by  section  200l 
or  section  2101  (after  deducting  the  credits 
for  State  death  taxes,  gift  tax.  and  foreign 


death  taxes  provided  for  In  sections  2011 
2012.  and  2014)  computed  without  reeaw  ♦ 
this  section,  exceeds 

(B)  Such  tax  computed  by  excluding  from 
the  decedent’s  gross  estate  the  -’aliie  of  suS 
property  transferred  and,  if  appUcablaht 
making  the  adjustment  hereinafter  indl^t^ 

If  any  deduction  is  otherwise  allowable  nud* 
section  2055  or  section  2106  (a)  (2)  (reiati^ 
to  charitable  deduction)  then,  for  the  ^ 
pose  of  the  computation  indicated  in  suhi 
paragraph  (B) ,  the  amount  of  such  deduc. 
tion  shall  be  reduced  by  that  part  of  such 
deduction  which  the  value  of  t'lch  prop^ 
transferred  bears  to  the  decedent’s  ei^ 
gross  estate  reduced  by  the  deductions  al¬ 
lowed  under  sections  2053  and  2054,  or  section 
2106  (a)  (1)  (relating  to  deduction  fat^. 
penses,  losses,  etc.).  For  purposes  of  this 
section,^  the  value  of  such  property  trsni- 
ferred  shall  be  the  value  as  provided  for  in 
subsection  (d)  of  this  section. 

(2)  Two  or  more  transferor  a.  If  the  credit 
provided  in  this  section  relates  to  property 
received  from  2  or  more  transferors,  the 
limitation  provided  in  paragraph  (1)  of  this 
subsection  shall  be  computed  by  aggregattn* 
the  value  of  the  property  so  transferred  to 
the  decedent.  The  aggregate  limitation  so 
determined  shall  be  apportioned  in  accord- 
ance  with  the  value  of  the  property  trans¬ 
ferred  to  the  decedent  by  each  transferor. 

(d)  Valuation  of  property  transfer^ 
The  value  of  property  transferred  to  the  de¬ 
cedent  shall  be  the  value  used  for  the  purpose 
of  determining  the  Federal  estate  tax  lia¬ 
bility  of  the  estate  of  the  transferor  but— 

(1)  There  shall  be  taken' into  accoimt  the 

effect  of  the  tax  Imposed  by  section  2001  or 
2101,  or  any  estate,  succession,  legsusy,  or  in¬ 
heritance  tax.  on  the  net  value  to  the  de¬ 
cedent  of  such  property:  I 

(2)  Where  such  property  is  encumbered  in 
any  manner,  or  where  the  decedent  incurs 
any  obligation  imposed  by  the  transferor 
with  respect  to  such'  property,  such  encum¬ 
brance  or  obligation  shall  be  taken  into  ac¬ 
count  in  the  same  manner  as  if  the  amount 
of  a  gift  to  the  decedent  of  such  property 
was  being  determined:  and 

(3)  If  the  decedent  was  the  spouse  of  ths 
transferor  at  the  time  of  the  transferort 
death,  the  net  value  of  the  property  trans¬ 
ferred  to  the  decedent  shall  be  reduced  by  tbs 
amount  allowed  under  section  2056  (relating 
to  marital  deductions),  or  the  corresponding 
provision  of  prior  law,  as  a  deduction  from 
the  gross  estate  of  the  transferor. 

(e)  Property  defined.  For  purposes  of  this 
section,  the  term  “property”  includes  any 
beneficial  interest  in  property,  including  a 
general  power  of  appointment  (as  defined  in 
section  2041). 

§  20.2013-1  Credit  for  tax  on  prior 
transfers — (a)  In  general.  A  credit  Is 
allowed  under  section  2013  against  the 
Federal  estate  tax  imposed  on  the  present 
decedent’s  estate  for  Federal  estate  tax 
paid  on  the  transfer  of  property  to  the 
present  decedent  from  a  transferor  who 
died  within  ten  years  before,  or  within 
two  years  after,  the  present  decedent's 
death.  See  §  20.2013-5  for  definition  of 
the  terms  “property”  and  “transfer”. 
There  is  no  requirement  that  the  trans¬ 
ferred  property  be  identified  in  the  estate 
of  the  present  decedent  or  that  the  prop- 
'  erty  be  in  existence  at  the  time  of  the 
decedent’s  death.  It  is  sufficient  that  the 
transfer  of  the  property  was  subjected 
to  Federal  estate  tax  in  the  estate  of  the 
transferor  and  that  the  transferor  died 
within  the  prescribed  period  fot  time. 
The  executor  must  submit  such  proof  as 
may  be  requested  by  the  district  director 
in  order  to  establish  the  right  of  the 
estate  to  the  credit. 
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(b)  Limitations  on  credit.  The  credit 
tor  tax  Oh  prior  transfers  is  limited  to  the 
jailer  of  the  following  amounts: 

(1)  The  amount  of  the  Federal  estate 
tax  attributable  to  the  transferred  prop- 
^  in  the  transferor’s  estate,  computed 
as  wt  forth  in  §  20.2013-2;  or 

(2)  The  amount  of  the  Federal  estate 
tax  attributable  to  the  transferred  prop¬ 
erty  in  the  decedent’s  estate,  computed  as 
set  forth  in  §  20.2013—3. 

Rules  for  valuing  property  for  purposes 
of  the  credit  are  contained  in  §  20.2013-4. 

(c)  Percentage  reduction.  If  the 
trankeror  died  within  the  two  years 
before,  or  within  the  two  years  after,  the 
present  decedent’s  death,  the  credit  is 

smaller  of  the  two  limitations  de¬ 
scribed  in  paragraph  (b)  of  this  section. 
If  the  transferor  predeceased  the  present 
decedent  by  more  than  two  years,  the 
credit  is  a  certain  percentage  of  the 
smaller  of  the  two  limitations  described 
In  paragraph  (b)  of  this  section,  deter¬ 
mined  as  follows: 

(1)  80  percent,  if  the  transferor  died 
within  the  third  or  fourth  years  preced¬ 
ing  the  present  decedent’s  death; 

(2)  60  percent,  if  the  transferor, died 
within  the  fifth  or  sixth  years  preceding 
the  present  decedent’s  death; 

(3)  40  percent,  if  the  transferor  died 
within  the  seventh  or  eighth  years  pre¬ 
ceding  the  present  decedent’s  death;  and 


(b)  For  purposes  of  the  ratio  stated 
In  paragraph  (a)  of  this  section,  the 
“transferor’s  adjusted  Federal  estate  tax” 
referred  to  as  factor  “B”  is  the  amoiuit  of 
the  Federal  estate  tax  paid  with  respect 
to  the  transferor’s  estate  plus: 

(1)  Any  credit  allowed  the  transferor’s 
e^te  for  gift  tax  under  section  2012,  or 
the  corresponding  provisions  of  prior 
law;  and 

(2)  Any  credit  allowed  the  transferor’s 
estate,  under  section  2013,  for  tax  on 
prior  transfers,  but  only  if  the  transferor 
acquired  property  from  a  person  who 
died  within  10  years  before  the  death 
of  the  present  decedent. 

(c)  For  purposes  of  the  ratio  stated 
In  paragraph  (a)  of  this  section,  the 
“transferor’s  adjusted  taxable  estate” 
referred  to  as  factor  “D”  is  the  amount 
of  the  transferor’s  taxable  estate  (or  net 
estate)  decreased  by  the  amount  of  any 
’‘death  taxes”  paid  with  respect  to  his 
gross  estate  and  increased  by  the  amount 
of  the  exemption  allowed  in  computing 
his  taxable  estate  (or  net  estate) .  The 
amount  of  the  transferor’s  taxable  estate 
(or  net  estate)  is  determined  in  accord¬ 
ance  with  the  provisions  of  §  20.2051-1 
(w;  the  corresponding  provisions  of  prior 
regulations).  The  term  “death  taxes” 
means  the  Federal  estate  tax  plus  all 
other  estate,  inheritance,  legacy,  suc¬ 
cession,  or  similar  death  taxes  imposed 

^  by  and  paid  to  any  taxing  authority, 
whether  within  or  without  the  United 
States.  However,  only  the  net  amount 
of'  such  taxes  paid  is  taken  into  con¬ 
sideration.  The  amount  of  the  exemp- 


(4)  20  percent.  If  the  transferor  died 
within  the  ninth  or  tenth  years  preceding 
the  present  decedent’s  death. 

The  word  “within”  as  used  in  this  para¬ 
graph  means  “during”.  Therefore,  if  a 
death  occurs  on  the  second  anniversary 
of  another  death,  the  first  death  is  con¬ 
sidered  to  have  occurred  within  the  two 
years  before  the  second  death.  If  the 
credit  for  tax  on  prior  transfers  relates 
to  property  received  from  two  or  more 
transferors,  the  provisions  of  this  para¬ 
graph  are  to  be  applied  separately  with 
respect  to  the  property  received  from 
each  transferor.  See  paragraph  (d)  of 
example  (2)  in  §  20.2013-6. 

(d)  Examples.  For  illustrations  of  the 
application  of  this  section,  see  examples 
(1)  and  (2)  set  forth  in  §  20.2013-6. 

§  20.2013-2  "First  limitation",  (a) 
The  amount  of  the  Federal  estate  tax 
attributable  to  the  transferred  property 
in  the  transferor’s  estate  is  the  “first 
limitation.”  Thus,  the  credit  is  limited 
to  an  amount.  A,  which  bears  the  same 
ratio  to  B  (the  “transferor’s  adjusted 
Federal  estate  tax”,  computed  as  de¬ 
scribed  in  paragraph  (b)  of  this  section) 
as  C  (the  value  of  the  property  trans¬ 
ferred  (see  §  20.2013-4) )  bears  to  D  (the 
“transferor’s  adjusted  taxable  estate”, 
computed  as  described  in  paragraph  (c) 
of  this  section).  Stated  algebraically, 
the  “first  limitation”  (A)  equals 


tion  depends  upon  the  citizenship  and 
residence  of  the  transferor  .at  the  time 
of  his  death.  If  he  was  ^  citizen  or  resi¬ 
dent  of  the  United  States,  the  exemption 
is  the  $60,000  authorized  by  section  2052 
(or  the  corresponding  provisions  of  prior 
law) .  If  he  was  not  a  citizen  or  resident 
of  the  United  States,  the  exemption  is  the 
$2,000  authorized  by  section  2106  ^(a)  (3) 
(or  the  corresponding  provisions  of  prior 
law),  or  such  larger  amount  as  may 
have  been  allowed  as  an  exemption j)ur- 
suant  to  the  prorated  exemption  provi¬ 
sions  of  an  applicable  death'  tax  con¬ 
vention. 

(d)  If  the  credit  for  tax  on  prior 
transfers  relates  to  property  received 
from  two  or  more  transferors,  the  pro¬ 
visions  of  this  section  are  to  be  applied 
separately  with  respect  to  the  property 
received  from  each  transferor.  See  para¬ 
graph  (b)  of  example  (2)  in  §  20.2013-6. 

(e)  For  illustrations  of  the  application 
of  this  section,  see  examples  (1)  and  (2) 
set  forth  in  §  20.2013-6. 

§  20.2013-3  "Second  limitation",  (a) 
The  amount  of  the  Federal  estate  tax  at¬ 
tributable  to  the  transferred  property  in 
the  present  decedent’s  estate  is  the  “sec¬ 
ond  limitation.”  Thus,  the  credit  is 
limited  to  the  difference  between — 

(1)  The  net  estate  tax  payable  (see 
paragraph  (b)  (5)  of  §  20.0-2)  with 
respect  to  the  present  decedent’s  estate, 
determined  without  regard  to  any  credit 
for  tax  on  prior  transfers  imder  section 
2013  or  any  credit  for  foreign  death  taxes 
claimed  under  the  provisions  of  a  death 
tax  convention,  and' 


(2)  The  net  estate  tax  determined  as 
provided  in  paragraph  (1)  of  this  sec¬ 
tion,  but  computed  by  subtracting  from 
the  present  decedent’s  gross  estate  the 
value  of  the  property  transferred  (see 
§  20.2013-4) ,  and  by  making  only  the  ad- 
justmait  indicated  in  paragraph  (b)  of 
this  section  if  a  charitable  deduction  is 
allowable  to  the  estate  of  the  present 
decedent. 

(b)  If  a  charitable  dedu(ition  is  allow¬ 
able  to  the  estate  of,  the  present  decedent 
imder  the  provisions  of  section  2055  or 
section  2106  (a)  (2)  (for  estates  of  non¬ 
residents  not  citizens) ,  for  purposes,  of 
determining  the  tax  described  in  para¬ 
graph  (a)  (2)  of  this  section,  the  char¬ 
itable  deduction  otherwise  allowable 
is  reduced  by  an  amount,  E,  which  bears 
the  same  ratio  to  F  (the  charitable  de¬ 
duction  otherwise  allowable)  as  O  (the 
value  of  the  transferred  property  (see 
§  20.2013-4) )  bears  to  H  (the  value  of 
the  liresent  decedent’s  gross  estate  re¬ 
duced  by  the  amount  of  the  deductions 
for  expenses,  indebtedness,  taxes,  losses, 
etc.,  allowed  under  the  provisions  of  sec¬ 
tions  2053  and  2054  or  section  2106  (a) 

(1)  (for  estates  of  nonresidents  not  citi¬ 
zens)).  See  paragraph  (c)  (2)  of  ex¬ 
ample  (1)  and  paragraph  (c)  (2)  of 
example  i2)  in  S  20.2013-6. 

(c)  If  the  credit  for  tax  on  prior 
transfers  relates  to  property  received 
from  two  or  more  transferors,  the  prop¬ 
erty  received  from  all  transferors  is  ag*^ 
gregated  in  determining  the  limitation 
on  credit  under  this  section  (the  “sec¬ 
ond  limitation”).  However,  the  limita¬ 
tion  so  determined  is  apportioned  to  the 
property  received  from  each  transferor 
in  the  ratio  that  the  property  received 
from  each  transferor  bears  to  the  total 
property  received  from  all  transferors. 
See  paragraph  (c)  of  example  (2)  in 
§  20.2013-6. 

-  (d)  For  illustrations  of  the  appilca- 
tion  of  this  section,  see  examples  (1)  and 

(2)  set  forth  in  §  20.2013-6.  , 

§  20.2013-4  Valuation  of  property 
transferred,  (a)  For  purposes  of  section 
2013  and  §§  20.2013-1  to  20.2013-6,  the 
value  of  the  property  transferred  to  the 
decedent  is  the  value  at  which  such  prop¬ 
erty  was  included  in  the  transferor’s 
gross  estate  for  the  purpose  of  the  Fed¬ 
eral  estate  tax  (see  sections  2031,  2032, 
and  the  regulations  thereunder)  r^uced 
as  indicated  in  paragraph  (b)  of  this 
section.  If  the  decedent  received  a  life 
estate  or  remainder  or  other  limited  in¬ 
terest  in  property  included  in  the  trans¬ 
feror’s  gross  estate,  the  value  of  the  in¬ 
terest  is  determined  as  of  the  date  of 
the  transferor’s  death  on  the  basis  of 
recognized  valuation  principles  (see 
especially  §  20.2031-7).  The  application 
of  this  I  paragraph  may  be  illustrated  by 
the  following  examples: 

Example  (1).  A  died  on  January  1,  1953, 
leaving  Blackacre  to  B.  The  property  waa 
included  In  A’s  gross  estate  at  a  value  of 
$100,000.  On  January  1,  1955,  B  sold  Black- 
acre  to  C  for  $150,000.  B  died  on  February  1. 
1955.  For  purposes  of  computing  the  credit 
against  the  tax  Imposed  on  B’s  estate,  the 
value  of  the  prop^y  transferred  to  B  is 
$100,000. 


Value  of  transferred  property  (C) 


’Transferor’s  adjusted  taxable  estate”  (D) 


—  X  “Transferor’s  adjxist^d  Federal  estate  tax”  (B). 
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Example  (2).  A  died  on  January  1,  1053,  Example  (1).  The  transferor  devised  to 
leaving  Blackacre  to  B  for  life  and.  upon  B’s  the  decedent  real  estate  subject  to  a  mort- 
death,  remainder  to  C.  At  the  time  of  A’s  gage.  The  value  of  the  property  transferred 
death,  B  was  56  years  of  age.  The  property  to  the  decedent  does  not  Include  the  amount 
was  Included  In  A’s  gross  estate  at  a  value  of  the  mortgage.  If,  however,  the  transferor 
of  $100,000.  The  part  of  that  value  %ttrlbut-  by  his  will  directs  the  executor  to  pay  off 
able  to  the  llfQ  estate  Is  $44,688  (see  the  mortgage,  sueh  payment  constitutes  an 
paragraph  (c)  of  S  20.2031-7) ,  and  the  part  additional  amount  transferred  to  the  dece- 
of  that  value  attributable  to  the  remainder  dent. 

is  $55312  (see  paragraph  (d)  of  §  20.2031-7J'.  Example  (2).  *rhe  transferor  bequeathed 
B  died  on  January  1,  1955,  and  C  died  on  certain  property  to  the  decedent  with  a  dlree- 
January  1.  1056.  For  purposes  of  computing  tion  that  the  decedent  pay  $1,000  to  X.  The 
the  credit  against  the  tax  Imposed  on  B’s  value  of  the  property  transferred  to  the  dece- 
estate,  the  value  of  the  property  transferred  dent  is  the  value  of  the  property  reduced  by 
to  B  is  $44,688.  For  pmposes  of  computing  $1,000. 

the  credit  against  the  tax  Imposed  on  C’s  Example  (3).  The  transferor  bequeathed 
estate,  the  value  of  the  property  transferred  certain  property  to  his  wife,  the  decedent, 
to  C  is  $55,312.  In  lieu  of  her  Interest  In  property  held  by 

(b)  In  arriving  at  the  value  of  the  them  as  cdmmunl^  property  under^he  law 

j  ^4.  of  the  State  of  their  residence.  The  wife 

property  transferred  to  the  decedent,  the  elected  to  relinquish  her  community  prop- 
value  at  which  the  property  was  included  erty  interest  and  to  take  the  bequest.  The 
in  the  transferor's  gross  estate  (see  par-  value  of  the  property  transferred^ to  the 
agraph  (a)  of  this  section)  is  reduced  decedent  is  the  vaivie  of  the  property  reduced 
as  follows:  •  by  the  value  of  Ithe  community  property 

(1)  By  the  amount  of  the  Federal  es-  interest  relinquished  by  the  wife, 
tate  tea  and  any  other  estate,  inherit- 

ance,  legacy,  or  succe^ion  tax^  which  which  certain  claims  were  to  be  satis- 

were  payable  out  of  the  property  trans-  fled.  The  entire  distributable  income  of  the 
f erred  to  the  decedent  or  which  were  transferor’s  estate  (during  the  period  of  its 
payable  by  the  decedent  in  connection  administration)  was  applied  toward  the  sat- 
with  the  property  transferred  to  him.  isfaction  of  these  claims  and  the  remaining 
For  example,  if  uiider  the  transferor’s  portion  of  the  claims  was  satisfied  by  the 
Will  or  local  ikw  all  death  taxes  are  to  be  - 

paid  out  of  other  property  with  the  re-  S  of  t^  traifer^^^^^^^^^  S?n  he  wL 
suit  that  the  decedent  receives  a  bequest  actually  bequeathed.  The  value  of  the 
free  and  clear  of  all  death  taxes,  no  re-  property  transferred  to  the  decedent  is  the 
duction  is  to  be  made  under  this  sub-  value  at  which  such  property  was  included 
paragraph;  ^be  transferor’s  gross  estate,  reduced  by 

(2)  By  the  amount  of  any  martial  de-  ^be  amount  of  the  estate  income  and  the 
duction  allowed  the  transferor’s  estate 

under  section  2056  (or  under  section  812  °  ® 

(e)  of  the  Internal  Revenue  Code  of  §  20.2013-5  "Property’*  and  "transfer” 
1939)  if  the  decedent  was  the  spouse  of  defined,  (a)  For  purposes  of  section 
the  transferor  at  the  time  of  the  trans-  2013  and  §§  20.2013-1  to  20.2013-6,  the 
feror’s  death;  and  term  “property”  means  any  beneficial  in- 

(3)  (i)  By  the  amount  of  any  encum-  terest  in  property,  including  a  general 

brance  on  the  property  or  by  the  amount  power  of  appointment  (as  defined  in  sec- 
of  any  obligation  imposed  by  the  trans-  tion  2041)  over  property.  Thus,  the  term 
feror  and  incurred  by  the  decedent  with  does  not  include  an  interest  in  property 
respect -to  the  property,  to  the  extent  consisting  merely  of  a  bare  legal  title, 
such  charges  would  be  taken  into  ac-  such  as  that  of  a  trustee.  Nor  does  the 
count  if  the  amount  of  a  gift  to  the  term  include  a  power  of  appointment 
decedent  of  such  property  were  being  over  property  which  is  not  a  general 
determined.  power  of  appointment  (as  defined  in  sec- 

(ii)  For  purposes  of  this  i^ubpara-  tion  2041).  Examples  of  property,  as 
graph,  an  obligation  imposed  by  the  described  in  this  paragraph,  <are  annui- 
transferor  and  incurred  by  the  decedent  ties,  life  estates,  estates  for  terms  of 
with  respect  to  the  property  includes  a  years,  vested  or  contingent  remainders 
bequest,  etc.,  in  lieu  of  the  interest  of  and  other  future  interests. 

the  surviving  spouse  under  community  (b)  In  order  to  obtain  the  credit  for 
property  laws,  unless  the  interest  was,  tax  on  prior  transfers,  there  must  be  a 
immediately  prior  to  the  transferor’s  transfer  of  property  described  in  para- 
death,  a  mere  expectancy.  (As  to  the  graph  (a)  of  this  section  by  or  from  the 
circumstances-mider  which  the  interest  transferor  to  the  decedent.  The  term 
of  a  surviving  spouse  is  regarded  as  a  “transfer”  of  property  by  or  from  a 
mere  expectancy,  see  the  provisions  of  transferor  means  any  passing  of  prop- 
paragraph  (d)  of  §20.2056  (c)-2  which  erty  or  an  interest  in  property  imder 
are  equally  applicable  here.)  However,  circumstances  which  were  such  that  the 
an  obligation  imposed  by  the  transferor  property  or  interest  was  included  in  the 
and  incurred  by  the  decedent  with  re-  gross  estate  of  the  transferor.  In  this 
spect  to  the  property  does  not  include  a  connection,  if  the  decedent  receives 

SdoweV^iStesy  *o?^of”  Satifto^^tate  ^  ^  exercise  or 

clea^  i^^ofZ^evU  c^y^^ot  J^>nexercise  of  a  power  of  appointment, 
other  marital  rights  in  the  transferor’s  donee  of  the  power  (and  not  the 
property  or  estate.  creator)  is  deemed  to  be  the  transferor 

(iii)  The  application  of  this  subpara-  of  the  property  if  the  property  subject 

graph  may  be  illustrated  by  the  following  to  the  power  is  includible  in  the  donee’s 
examples:  ,  gross  estate  \mder  section  2041  (relating 
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(d)  ' Credit  of  B’s  estate  for  tax  on  prior 
transfers  (S  20.2013-1  (cD  : 

Credit  for  tax  on  transfer  from  A= 

$18,540.67  (lower  of  "first  llxnlta-  ^ 
tion"  computed  in  paragraph 
and  "second  limitation" 
apportioned  to  A*s  transfer  in 
paragraph  (c)  (4))X100  per¬ 
cent  (percentage  to  be  taken 
into  account  under  §  20.2013-1 
(c)) _ $18,546.67 

Credit  for  tax  on  transfer  from  C= 

$9,273.33  (lower  of  "first  limita¬ 
tion"  computed  in  paragr^h 

(b)  (2)  smd  "second  limitation" 
apportioned  to  B’s  transfer  in 
paragraph  (c)  (4))X80  per¬ 
cent  (percentage  to  be  taken 
into  accoimt  under  §  20.2013-1 

(c) ) _  7.418.66 

Total  credit  for  tax  on  prior 

transfers _  25. 965. 33 

§  20.2014  Statutory  provisions;  credit 

for  foreign  death  taxes. 

Sbc.  2014.  Credit  for  foreign  death  taxes— 

(a)  In  general.  The  tax  imposed  by  section 
2001  shall  be  credited  with  the  amount  of 
any  estate,  inheritance,  legacy,  or  succession 
taxes  actually  paid  to  any  foreign  country  in 
respect  of  any  property  situated  within  such 
foreign  country  and  Included  in  the  gross 
estate  (not  Including  any  such  taxes  paid 
with  respect  to  the  estate  of  a  person  other 
than  the  decedent).  If  the  decedent  at  the 
time  of  hi§  death  was  not  a  citizen  of  the 
United  States,  credit  shall  not  be  allowed 
under  this  section  unless  the  foreign  country 
of  which  such  decedent  was  a  citizen  or  sub¬ 
ject,  in  imposing  such  taxes,  allows  a  similar 
credit  in  the  case  of  a  citizen  of  the  United 
States  resident  in  such  country.  The  deter¬ 
mination  of  the  country  within  which  prop¬ 
erty  is  situated  shall  be  made  in  accordance 
with  the  rules  applicable  under  subchapter  B 
(sec.  2101  and  following)  in  determining 
whether  property  is  situated  within  or  with¬ 
out  the  United  States. 

(b)  Limitations  on  credit.  The  credit  pro¬ 
vided  in  this  section  with  respect  to  such 
taxes  paid  to  any  foreign  country — 

(1)  Shall  not,  with  respect  to  any  such 
tax,  exceed  an  amount  which  bears  the  same 
ratio  to  the  amount  of  such  tax  actually 
paid  to  such  foreign  country  as  the  value 
of  property  which  is — 

(A)  Situated  within  such  foreign  country, 

(B)  Subjected  to  such  tax,  and 

(C)  Included  in  the  gross  estate 

bears  to  the  value  of  all  property  subjected 
to  such  tax;  and 

(2)  Shall  not,  with  respect  to  all  such 
taxes,  exceed  an  amoimt  which  bears  the 
same  ratio  to  the  tax  imposed  by  section 
2001  (after  deducting  from  suQh  tax  the 
credits  provided  by  sections  2011  and  2012) 
as  the  value  of  property  which  is — 

(A)  Situated  within  such  foreign  country, 

(B)  Subjected  to  the  taxes  of  such  foreign 
country,  and 

(C)  Included  in  the  gross  estate 

bears  to  the  value  of  the  entire  gross  estate 
reduced  by  the  aggregate  amount  of  the  de¬ 
ductions  allowed  under  sections  2055  and 
2056.  ^ 

(c)  Valuation  of  property.  (1)  The  values 
referred  to  in  the  ratio  stated  in  subsec¬ 
tion  (b)  (1)  are  the  values  determined  for 
purposes  oi  the  tax  imposed  by  such  foreign 

'  country.  " 

(2)  The'  values  referred  to  in  the  ratio 
stated  in  subsection  (b)  (2)  are  the  values 
determined  under  this  chapter;  but.  in  ap¬ 
plying  such  ratio,  the  value  of  any  property 
described  in  subparagraphs  (A),  (B),  and 
(C)  thereof  shall  be  reduced  by  such  amount 
as  will  properly  refiect.  in  accordance  with 
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regulations  prescribed  by  the  Secretary  or 
his  delegate,  the  deductions  allowed  in  re¬ 
spect  of  such  property  tmder  sections  2055 
and  2056  (relating  to  charitable  and  marital 
deductions) . 

(d)  Proof  of  credit.  The  credit  provided 
in  this  section  shall  be  allowed  only  if  the 
taxpayer  establishes  to  the  satisfaction  of 
the  Secretary  or  his  delegate— 

(1)  The  amoimt  of  taxes  actually  paid  to 
the  foreign  country, 

(2)  The  amount  and  date  of  each  pay¬ 
ment  thereof, 

(3)  The  description  and  value  'of  the 
property  in  respect  of  which  such  taxes  are 
imposed,  and 

(4)  All  other  information  necessary  for 
the  verification  and  computation  of  the 
credit.  . 

(e)  Period  of  limitation.  The  credit  pro¬ 
vided  in  this  section  shall  be  allowed  only 
for  such  taxes  as  were  actually  paid  and 
credit  therefor  claimed  within  4  years  after 
the  filing  of  the  return  required  by  section  ' 
6018,  except  that — 

(1)  If  a  petition  for  redetermlnatlon  of  a 
deficiency  has  been  filed  with  the  Tax  Court 
within  the  time  prescribed  in  section  6213 
(a),  then  within  such  4-year  period  or  before 
the  expiration  of  60  days  after  the  decision 
of  the  Tax  Court  becomes  final. 

(2)  If,  under  section  6161,  an  extension 
of  time  has  been  granted  for  payment  of 
the  tax  shown  on  the  return,  or  of  a  defi¬ 
ciency,  then  within  such  4-year  period  or 
before  the  date  of  the  expiration  of  the 
period  of  the  extension. 

Refimd  based  on  such  credit  may  (despite 
the  provisipns  of  sections  6511  and  6512)  be 
made  if  claim  therefor  is  filed  within  the 
period  above  provided.  Any  such  refund 
shall  be  made  without  interest. 

§  20.2014-1  Credit  for  foreign  death 
taxes — (a)  In  general.  (1)  A  credit  is 
allowed  under  section  2014  against  the 
Federal  estate  tax  for  any  estate,  inherit¬ 
ance,  legacy,  or  succession  taxes  actually 
paid  to  any  foreign  country  (hereinafter 
referred  to  as  "foreign  deatii  taxes”). 
The  credit  is  allowed  only  for  foreign 
death  taxes  paid  (i)  with  respect  to  prop¬ 
erty  situated  within  the  country  to  which 
the  tax  is  paid,  (ii)  with  respect  to  prop¬ 
erty  included  in  the  decedent’s  .jfross 
estate,  and  (iii)  with  respect  to  the  de¬ 
cedent’s  estate.  The  credit  is  allowable 
to  the  estate  of  a  decedent  who  was  a 
citizen  of  the  United  States  at  the  time 
of  his  death.  The  credit  is  also  allow¬ 
able  to  the  estate  of  a  decedent  who  was 
a  resident  but  not  a  citizen  of  the  United 
States  at  the  time  of  his  "death  if  the 
country  of  which  the  decedent  was  a 
national,  in  imposing  death  taxes,  allows 
a  similar  credit  to  the  estates  of  citizens 
of  the  United  States  resident  in  that 
country.  See  paragraph  (b)  (1)  of 

§  20.0-1  for  definition  of  the  term  "res¬ 
ident”.  The  credit  is  not  allowable  to 
the  estate  of  a  decedent  who  was  neither 
a  citizen  nor  a  resident  of  the  United 
States  at  the  time  of  his  death.  The 
credit  is  allowable  not  only  for  death 
taxes  paid  to  foreign  countries  which  are 
states  in  the  international  sense,  but  also 
for  death  taxes  paid  to  possessions  or 
political  subdivisions  of  foreign  states. 
No  credit  is  allowable  for  interest  or 
penalties  paid  in  connection  with  for¬ 
eign  death  taxes. 

(2)  In  addition  to  the  credit  for 
foreign  death  taxes  imder  section  2014, 
similar  credits  are  allowed  imder  death 
tax  conventions  with  certain  foreign 


countries.  If  credits  against  the  Fed^ 
estate  tax  are  allowable  under  section 
2014,  or  under  section  2014  and  one  or 
more  death  tax  conventions,  for  death 
taxes  paid  to  more  than  one  country,  the 
credits  are  combined  and  the  aggr^te 
amount  is  credited  against  the  p4d$ral 
estate  tax,  subject  to  the  limitation  pro. 
vided  for  in  paragraph  (c)  of  §  20.201(^.  ' 

For  application  of  the  credit  in  cases 
involving  a  death  tax  convention,  see 
§  20.2014-4. 

(3)  No  credit  is  allowable  under  sec¬ 
tion  2014  in  connection  with  property 
situated  outside  of  the  foreign  countn 
imposing  the  tax  for  which  credit  is 
claimed.  However,  such  a  credit 
allowable  under  certain  death  tax  con¬ 
ventions.  In  the  case  of  a  tax  imposed 
by  a  political  subdivision  of  a  foreign 
country,  credit  for  such  tax  shall  be  al¬ 
lowed  with  respect  to  property  having  a 
situs  in  that  foreign  country,  even 
though,  under  the  principles  described 
in  this  subparagraph,  such  property  has 
a  situs  in  a  political  subdivision  different 
from  the  one  imposing  the  tax.  Whether 
or  not  particular  property  of  a  decedent 
is  situated  in  the  foreign  country  im¬ 
posing  the  tax  is  determined  in  accord¬ 
ance  with  the  same  principles  that  would 
be  applied  in  determining  whether  or  not 
similar  property  of  a  nonresident  dece¬ 
dent  not  a  citizen  of  the  United  States 
is  situated  within  the  United  States 
for  Federal  estate  tax  purposes.  See 
§§20.2104-1  and  20.2105-1.  FOr  ex¬ 
ample,  under  §  20.2104-1,  a  bond  for  the 
payment  of  money  is  not  within  the 
United  States  unless  it  is  physicalhr  lo¬ 
cated  in  the  United^States.  Accordingly, 
a  bond  is  deemed  situated  in  the  foreign 
country  imposing  the  tax  only  if  it  is 
physically  located  in  that  country.  Simi¬ 
larly,  under  §  20.2104-1,  shares  of  stock 
are  deemed  to  be  situated  in  the  United 
Stateh  only  if  issued  by  a  domestic 
(United  States)  corporation.  Thus,  a 
share  of  corporate  stock  is  regardechas 
situated  in  the  foreign  country  impostng 
the  tax  only  if  the  issuing  corporation 
is  incorporated  in  that  country.  Fur¬ 
ther,  under  §  20.210&-1,  moneys  deposited 
with  any  person  carrying  on  the  bank¬ 
ing  business  by  or  for  a  nonresident  not 
a  citizen  of  the  United  States  who  was 
not  engaged  in  business  in  the  United 
States  at  the  time  of  death  are  not 
deemed  situated  in  the  United  States. 
Therefore,  an  account  with  a  foreign 
bank  in  the  country  imposing  the  tax  is  ^ 
not  considered  to  be  situated  in  that 
country  imder  corresponding  circum¬ 
stances. 

(b)  Limitations  on  credit.  The  credit 
for  foreign  death  taxes  is  limited  to  the 
smaller  of  the  following  amounts: 

(1)  The  amount  of  a  particular  foreign 
death  tax  attributable  to  property  situ¬ 
ated  in  the  country  imposing  the  tax  and 
included  in  the  deceddnt’s  gross  estate 
for  Federal  estate  tax  purposes,  com¬ 
puted  as  set  forth  in  §  20.2014-2;  or 

(2)  The  amount  of  the  Federal  estate 

tax  attributable  to  particular  property 
situated  in  a  foreign  country,  subjected 
to  foreign  death  tax  in  that  country,  and 
included  in  the  decedent’s  gross  estate 
for  Federal  estate  tax  purposes,  com-  I 
puted  as  set  forth  in  §  20.2014-3.  I 
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$60,000.  Decedent  speclflcally  bequeathed  $40,000  of  the  stock  Issued  by  the  Country  X  taking  Into  consideration  the  combi^  ^ 
corporation  to  a  United  States  charity  and  left  the  residue  of  hla  estate,  in  equal  shares,  to  value  Of  the  foreign  property  whl<^^  ^ 
his  son  and  daughter.  The  gross  Federal  estate  tax  Is  $266,500  and  the  credit  for  State  subjected  to  each  different  tax  or  Hif  ' 
death  taxes  is  $27,600.  Under  the  situs  rvUes  referred  to  in  paragraph  (a)  (8)  of  1 20.2014-1,  ferent  rate  The  combined  value 
the  shares  of  stock  Issued  by  the  Country  X  coiporatton  comprise  the  only  property  deemed  cannot  exceed  the  value 

to  be  situated  In  Country  X.  -  property  was  included  in  the  gron . 

(11)  The  “second  limitation"  on  the  credit  for  foreign  death  taxes  Is:  ~  estate  for  Federal  estate  tax  purposes, 

$200,000 -$40,000  (factor  o  of  the  ratio  stated  at  $  20.2014r-3  (a) ;  see  Country  X  imposes  a  tax  on  the 

also  i  20.20i4r-3  (b)  (1) )  Inheritance  of  a  survivmg  spouse  at  $ 

$1,000,000=^40,000  (factor  H  of  the  ratio  stated  at  S  20.2014-3  (a) )  ^  10-percent  rate  and  on  the  inh^ta^ 

V  V  .  \  \  /  of  a  son  at  a  20-percent  rate  the  enm 

($266,600-$27,600)  (factor  P  of  the  ratio  stated  at  §  20.2014-3  (a) )  =$39,816.67.  ^ined  value  Of  their  inheritance^^ 

TTie  lesser  of  this'  amount  and  the  amount  of  the  “first  limitation"  (computed  under  into  consideration  in  determining  factor 
i  20uS0l4r-2)  Is  the  credit  for  foreign  death  taxes.  “G"  of  the  ratio,  which  is  then  used  in 

Example  (2).  (1)  Decedent,  a  citizen  and  resident  of  the  United  States  at  the  time  of  his  ^mputing  the  second  limitatioa.” 
death,  left  a  gross  estate  of  $1,000,000  which  Includes:  shares  of  stock  issued  by  a  United  However,  the  first  limitation"  is  com- 
States  corporation,  valued  at  $650,000;  shares  of  stock  Issued  by  a  Country  X  corporation,  puted  as  provided  in  paragraph  (b)  of 
valued  at  $200,000;  and  life  Insurance,  In  the  amount  of  $150,000,  payable  to  a  son.  Expenses,  §  20.2014-2.  The  lesser  of  the  “first 
Indebtedness, 'etc.,  amounted  to  $40,000.  The  decedent  made  a  specific  bequest  of  $26,000  limitation"  and  the  “second  limitatioh" 
of  the  Coxmtry  X  corporation  stock  to  Charity  A  and  a  general  bequest  of  $100,000  to  Charity  is  the  credit  for  foreign  death  taxes. 

B.  The  residue  of  his  estate  was  left  to  his  daughter.  The  gross  Federal  estate  tax  Is  .  ononi4_4  Annlionfinn.  nt  />*■«/?» 
$242,450  and  the  credit  for  State  death  taxes  Is  $24,480,  Under  these  facts  and  applicable  law,  " 

neither  the  stock  of  the  Country  X  corporation  specifically  bequeathed  to  Charity  A  nor'  the  involving  a  acam 

insurance  payable  to  the  son  could  bo  charged  with  satisfying  the  bequest  to  Charity  B.  lai  in  general.,  H  credit  for  $ 

Therefore,  the  “group  of  assets”  which  could  be  so  charged  Is  limited  to  stock  of  the  Country  particular  foreign  death  tax  is  author- 
X  corporation  valued  at  $175,000  and  stock  of  the  United  States  corporation  valued  at  $650,000.  ®  death  tax  convention,  there 

(11)  Factor  “Q"  of  the  ratio  which  is  used  in  determining  'toe  “second  limitation"  is  is  allowed  either  the  credit  provided  for 
computed  as  fouows:  by  the  convention  or  the  credit  proyliiM 

^ue  Of  prop«t7  rttuattd  In  Country  X. - $a00, 000. 00  be^cS  to  ^ 

R^uctlon  described  In  §  20.2014-3  (b)  (1) _ $26,000.00  Of  th^ls  paragraph  may  be  iUiu- 

Reduction  described  In  §  20ii0i4^  (b)  (2)  =  ‘rated  by  the  following  example: 

$175,000  (factor  K  of  toe  ratio  stated  at  S  20.2014-3  (b)  (2))  ^  Example.  (1)  Decedent,  a  citizen  of  the 

$175,000 +$650,000  (factor  L  of  toe  ratio  stated'at  §  202014-3  (b)  (2))  ^  United  States  and  a  domlcUlary  of  Cormtry  X 

at  toe  time  of  his  death,  left  a  gross  estate 
of  $1,000,000  which  Includes:  shares  of  stoift 
Issued  by  a  Country  X  corporation,  valued  at 
$400,000;  bonds  Issued  by  a  Country  X  oor> 
poration  physically  located  In  the  United 
States,  valued  at  $360,000;  and  real  estate 
located  in  toe  United  States',  valued  at 
$260,000.  Expenses,  indebtedness,  ete., 
amounted  to  $60,000.  Decedent  left  his  en¬ 
tire  estate  to  his  son.  There  Is  In  effect  a 
death  tax  convention  between  the  United 
States  and  Country  X  which  provides  for 
allowance  of  credit  by  toe  United  States  for 
succession  duties  Imposed  by  the  national 
government  of  Country  X.  The  gross  Federal 
estate  tax  Is  $307,200  and  the  credit  for 
State  death  taxes  Is  $33,760.  Country  X  Im¬ 
posed  a  net  succession  duty  on  the  8to(te 
and  bonds  of  $180,000.  Under  toe  sltm 
rules  described  In  paragraph  (a)  (3)  of 
f  20.2014-1,  toe  shares  of  stock  comprise  the 
only  property  deemed  to  be  situated  In 
Country  X.  Under  toe  convention,  both  the 
stocks  and  the  bonds  are  deemed  to  be  kltu- 
ated  In  Country  X. 

(11)  (a)  The  credit  authorized  by  toe  con¬ 
vention  for  death  taxes  Imposed  by  Coun¬ 
try  X  Is  computed  as  follows : 

(f)  Country  X  tax  attributable  to 

property  situated  In  Co\intry  - 
X  and  subjected  to  tax  by 
both  countries 

($760,000  \ 

X $180,000  ) _ $180,000 

Part  of  specific  Inquest  of  Country  X  stock  with  respect  to  which  the 

($400,000  \ 

-.--X  $300,000  240,000 

$500,000  /  '  _ 

Factor  “G"  of  toe  ratio _ 1..... _ - _ _ _ _ _ ........  60, 000 

(ill)  Thus,  toe  “second  limitation"  on  toe  credit  for, foreign  death  taxes  Is 

$60,000  (factor  G  of  the  ratio  stated  at  $  20.2014-3  (a) ;  see  also  subdivision  (11)  above)  ^ 

'  $8507000==1^.000— $400;6b0'7f^  H  of  the  ratio  stated  at  S  20.2014-3  (a) )  ^ 

($81,700— $5,520)  (factor  F  of  the  ratio  stated  at  §  20.2014-3  (a) )  =$11,148.29, 


Factor  “G”  of  toe  ratio _ _  163, 787.  88 

(111)  In  this  case,  toe  “second  limitation"  on  the  credit  for  foreign  death  taxes  Is: 

'$163,787.88  (factor  G  of  the  ratio  stated  at  §  20.2014-3  (a) ;  see  also 
subdivision  (li)  above)  ^ 

■  $1,000.000 — $125,000  (factor  H  of  toe  ratio  stated  at  §  2O.2014-3  (a) ) 

($242,450— $24,480)  (factor  F  of  toe  ratio  stated  at  §  20.2014-3  (a) )  =$38,309.88. 

Example  (3).  (1)  Decedent,  a  citizen  and  resident  of  the  United  States  at  the  time  of  his 
death,  left  a  gross  estate  of  $850,000  which  Includes:  shares  of  stock  issued  by  United  States 
coiporatlons,  valued  at  $440,000;  real  estate  located  in  the  United  States,  valued  at  $110,000; 
and  shares  of  stock  Issued  by  Country  X  corporations,  valued  at  $300,000.  Expenses,  indebted¬ 
ness.  etc.,  amounted  to  $50,000.  Decedent  devised  $40,000  in  real  estate  to  a  United  States 
charity.  In  addition,  he  bequeathed  to  his  wife  $200,000  in  United  States  stocks  and  $300,000 
In  Country  X  stocks.  The  residue  of  his  estate  passed  to  his  children.  The  gross  Federal 
estate  tax  Is  $81,700  and  the  credit  for  State  death  taxes  is  $5,620. 

(11)  Decedent’s  adjusted  gross  estate  Is  $800,000  (1.  e.,  $850,000,  gross  estate  less  $50,000, 
expenses,  Indeb'tedness,  etc.).  The  aggregate  marital  deduction  allowed  to  his  estate  is 
limited  by  section  2056  .(c)  to  one-half  of  tois  amount,  or  $400,000.  Factor  “G"  of  the  ratio 
which  Is  used  in  determining  toe  “second  limitation"  is  computed  as  follows: 

'Value  of  property  situated  In  Country  X - - - — ..  $300,000 

Lesf :  Reduction  described  In  $  20.2014-3  (b)  (1)  determined  as  follows  (see  also 
end  of  S  20.2014-3  (b)  )— 

Total  amo\mt  of  bequests  which  qualify  for  the  marital  deduction: 

Specific  bequest  of  Country  X  stock _ $300, 000 

Specific  bequest  of  United  States  stock....... _ _ _ .............  200,000 


(2)  Federal  estate  tax  attributable 
to  property  situated  in  Coun¬ 
try  X  and  subjected  to  tax 
by  both  countries 

($750,000  \ 

- 

(3)  Credit  (subdivision  (I)  or  (2). 

whichever  Is  less) _ _ _ _  180,000 

(b)  The  credit  authorized  by  section  2014 
for  death  taxes  Imposed  by  Cotmtry  X  It 
computed  as  follows: 

(i)  “First  limitation**  computed 
under  §  20.2014-2 

♦180.000^ - 


(d)  If  the  foreign  country  imposes  vision  or  possession  thereof  each  imposes 
more  than  one  kind  of  death  tax  or  im-  a  death  tax,  the  ‘'second  limitation"  is 
poses  taxes  at  different  rates  upon  the  still  computed  by  applying  the  ratio  set 
several  shares  of  an  estate,  or  If  the  forth  in  paragraph  (a)  of  this  section, 
foreign  country  and  a  political  subdi-  Factor  “G"  of  the  ratio  is  determined  by 
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•v^ccma  nmnatlon*  computed 
^der  J20.2014r-3 

/  H00.gg^  ^  $273,440  _ 

Ul, 000, 000  / 

(3)  Credit  (eubdlvislonjl)  or  (2), 
'  '  whichever  is  less) - - 


$109, 376 
96,000 


/lil>  On  the  basis  of  the  facts  contained 
tn'mls  example,  the  credit  of  $180,000  au- 
“orized  by  the  convention  is  tha  more  bene- 
flcial  to  the  estate. 


<2)  It  should  be  noted  that  the  greater 
a  the  treaty  credit  and  the  statutory 
credit  is  not  necessarily  the  more  bene¬ 
ficial  to  the  estate.  Such  is  the  situation, 
for  example,  in  those  cases  which  involve 
both  a  foreign  death  tax  credit  and  a 
credit  under  section  2013  for  tax  on  prior 
transfers.  The  reason  is  that  the  amount 
(rf  the  credit  for  tax  on  prior  transfers 
loaj  differ  depending  upon  whettier  the 
credit  for  foreign  death  tax  is  taken 
under  the  treaty  or  under  the  statute. 
Therefore,  under  certain  circumstances, 
the  advantage  of  taking  the  greater  of 
the  treaty  credit  and  the  statutory  credit 
may  be  more  than  offset  by  a  resultant 
imaller  credit  for  tax  on  prior  transfers. 
The  solution  is  to  compute  the  net  estate 
tax  payable  first  on  the  assumption  that 
the  treaty  credit  will  be  taken  and  then 
on  the  assumption  that  the  statutory 
credit  will  be  taken.  Such  computations 
win  indicate  whether  the  treaty  credit  or 
the  statutory  credit  is  in  fact  the  more 
beneficial  to  the  estate. 

(b)  Taxes  imposed  by  both  a  foreign 
country  and  a  political  subdivision 
thereof.  If  a  foreign  death  tax  is  im¬ 
posed  by  both  a  foreign  country  with 
which  the  United  States  has  entered  into 
a  death  tax  convention  and  one  of  its 
possessions  or  political  subdivisions,  there 
is  aUowed  either  the  credit  provided  for 
by  the  convention  or  the  credit  provided 
for  by  section  2014,  whichever  is  the  more 
beneficial  to  the  estate.  Thus,  if  a  por¬ 
tion  of  the  estate  of  a  United  States  citi- 
sen  is  situated  in  X  (a  country  with 
which  the  United  States^has  entered  into 
a  death  tax  convention  providing  for 
allowance  of  credit  by  the  United  States 
fur  death  tax  imposed  by  the  national 
government  of  X) .  aiid  is  subjected  to 
death  taxes  imposed  by  both  the  national 
government  of  X  and  the  government  of 
Y,  a  province  of  X,  there  is  allowed  either 
a  cr^t  for  the  national  death  tax  com¬ 
puted  under  the  convention  or  a  credit 
for  the  combined  national  and  provincial 
death  taxes  computed  imder  section  2014, 
whichever  is  the  more  beneficial  to  the 
estate.  It  should  be  noted  that,  unless 
the  convention  provides  otherwise,  credit 
may  not  be  claimed  separately  under  the 
convention  for  the  national  tax  and 
under  section  2014  for  the  provincial 
tax.  The  application  of  this  paragraph 
is  illustrated  in  greater  detail  in  the 
following  example: 


Example.  (1)  Decedent,  a  citizen  of  the 
United  States  and  a  domiciliary  of  Country  X 
at  the  time  of  his  death,  left  a  gross  estate 
of  $225,000  which  includes:  bonds  Issued 
by  a  United  States  corporation  physically 
located  in  Y,  a  province  of  Country  X,  valued 
at  $100,000;  bonds  issued  by  a  Coimtry  X 
corporation  physically  located  in  the  United 
States,  valued  at  $76,000;  and  shares  of  stock 
issued  by  a  Country  X  corporation,  valued 
at  $60,000.  Expenses,  indebtedness,  etc., 
amounted  to  $10,000.  Decedent  left  his  en¬ 


tire  estate  tb  his  son.  There  Is  In  effect  a 
death  duty  convention  between  the  United 
States  and  Country  X  which  provides  for 
allowance  of  credit  by  the  United  States  for 
succession  duties  imposed  by  the  national 
government  of  Count^  X.  The  gross  Federal 
estate  tax  is  $55,200  and  the  credit  for  State 
death  taxes  is  ^,000.  Country  X  imposed 
a  net  successioh  duty  on  the  Country  X 
stock  and  the  Country  X  bonds  of  $18,000. 
Province  Y  imposed  a  net  succession  duty  on 
the  United  States  bonds  of  $16,000.  Under 
the  situs  rules  described  in  paragraph  (a) 
(3)  of  §  20.2014-1,  the  United  .States  bonds 
and  the  Country  X  stock  are  deemed  to  be 
situated  in  Country  X.  Under  the  conven¬ 
tion,  the  Country  X  bonds  and  the  Country 
X  stock  are  deemed  to  be  situated  in 
Country  X. 

(2)  (1)  The  credit  authorized  by  the  con¬ 
vention  for  death  taxes  Imposed  by  Country 
X  is  computed  aa  follows: 

(a)  Country  X  tax  attributable  to 

property  situated  in  Country 
X  and  subjected  to  tax  by  both 
countries 

/$125.000  \ 

(siaSooo  - «"•“»<> 

(b)  Federal  estate  tax  attributable 

to  property  situated  in  Coun¬ 
try  X  and  subjected  to  tax  by 
both  countries 
/$125,000 

- 

(c)  Credit  (subdivision  (a)  or  (b), 

whichever  is  less)^ _ _  13, 000 

(ii)  The  credit  authorized  by  section  2014 
for  death  taxes  imposed  by  Coimtry  X  (which 
includes  death  taxes  imposed  by  Province  T 
according  to  $20.2014-1  (a)  (1))  Is  com¬ 
puted  as  follows: 

(o)  “First  limitation’’  with  respect  to 
tax  imposed  by  national  gov¬ 
ernment  of  Country  X  com¬ 
puted  under  1 20.2014-2  (b) 

($50,000  \ 

- 

(b)  “First  limitation”  with  respect 
to  tax  imposed  by  Province  Y 
comliuted  under  $  20.2014-2  (b> 

/  $100,000  \ 

(  I _ 16.000 

\  $100,000  / 

(c)  Total  “first  limitation” _  23,200 

(d)  “Second  limitation”  computed 

under  $  20.2014-3  (d)  , 

($150,000  \ 

•  X  $52,200  L -  34.  800 

$225,000 

(c)  Credit  (subdivision  (c)  or  (d), 

'  whichever  is  less) -  23,200 

(3)  On  the  basis  of  the  facts  contained 
in  this  example,  the  credit  of  $23,200  author¬ 
ized  by  section  2014  is  the  more  beneficial 
to  the  estate. 


(c)  Taxes  imposed  by  two  foreign 
countries  with  respect  to  the  same  prop¬ 
erty.  It  is  stated  as  general  rule  in 
paragraph  (a)  (2)  of  §20.2014-1  that  if 
credits  against  the  Federal  estate  tax  are 
allowable  under  section  2014,  or  under 
section  2014  and  one  or  more  death  tax 
conventions,  for  death  tax^  paid  to 
more  than  one  country,  the  credits  are 
combined  and  tKe  aggregate  amount  is 
credited  against  the  Federal  estate  tax. 
This  rule  may  result  in  credit  being  al¬ 
lowed  for  taxes  imposed  by  two  different 
countries  upon  the  same  item  of  prop¬ 
erty.  If  such  is  the  case,  the  total 
amoimt  of  the  credits  with  respect  to 
such  property  is  limited  to  the  amount 
of  the  Federal  estate  tax  attributable  to 
the  property,  determined  in  accordance 
with  the  rules  prescribed  for  computing 


tiae  *^econd  limitation’'  set  forth  in 
§  20.2014-3.  The  application  of  this  sec¬ 
tion  may  be  illustrated  by  the  following 
example: 

Examp^.  The  decedent,  a  citieen  of  the 
United  States  and  a  domiciliary  of  Ckmntry  X 
at  the  time  of  his  death,  left  a  taxable  estate 
which  included  bonds  issued  by  Country  X 
corporations.  physlcaUy  located  in  Country  Z. 
Each  of  the  three  countries  involved  imposed 
death  taxes  on  the  Country  X  bonds.  Assume 
that  under  the  provisions  of  a  treaty  between 
the  United  States  and  Country  X,  the  estate 
is  entitled  to  a  credit  against  the  Federal 
estate  tax  for  death  taxes  Imposed  by  Coun¬ 
try  X  on  the  Country  X  bonds  In  the  maxi¬ 
mum  amount  of  $20,000.  Assume,  also,  that 
imder  the  provisions  of  section  2014,  the 
estate  is  entitled  to  a  credit  against  the 
Federal  estate  tax  for  death  taxes  imposed 
by  Country  Z  on  the  Country  X  bonds  in  the 
maximum  amount  of  $10,000.  Finally,  as¬ 
sume  that  the  Federal  estate  tax  attributable 
to  the  Country  X  bonds  Is  $25,000.  Under 
such  circumstances,'  the  credit  allowed  the 
estate  with  respect  to  the  Country  X  trands 
would  be  limited  to  $25,000. 

§  20.2014-5  Proof  of  credit,  (a)  If 
the  foreign  death  tax  has  not  been  deter¬ 
mined  and  paid  by  the  time  the  Federal 
estate  tax  return  required  by  section 
6018  is  filed,  credit  may  be  claimed  on 
the  return  in  an  estimated  amounts 
However,  before  credit  for  the  foreign 
death  tax  is  finally  allowed,  satisfactory 
evidence,  such  as  a  statement  by  an  au¬ 
thorized  official  of  each  country,  posses** 
Sion  or  political  subdivisicm  thereof  im¬ 
posing  the  tax,  must  be  submitted  on 
Form  706CE  certifying:  (1)  ’The  full 
amoimt  of  the  tax  (exclusive  of  any  in¬ 
terest  or  penalties),  as  computed  before 
allowance  of  any  credit,  remission,  or 
relief;  (2)  the  amount  of  any  credit,  al¬ 
lowance,  remission,  or  relief,  and  other 
pertinent  information,  including  the 
nature  of  the  allowance  and  a  descrip¬ 
tion  of  the  property  to  which  it  pertains; 
(3)  the  net  foreign  death  tax  payable 
after  any  such  allowance;  (4)  the  date 
on  which  the  death  tax  Was  paid,  or  if 
not  all  paid  at  one  time,  the  date  and 
amount  of  each  partial  payment;  and 
(5)  a  list  of  the  property  situated  in  the 
foreign  country  and  subjected  to  its  tax, 
showing  a  description  and  the  value  of 
the  property.  Satis|actory  evidence 
must  also  be  submitted  lowing  that  no 
refund  of  the  death  tax  is  pending  and 
none  is  authorized  or,  if  any  refund  is 
pending  or  has  been  authorized,  its 
amount  and  other  pertinent  informa¬ 
tion.  See  also  section  2016  tmd 
§  20.2016-1  for  requirements  if  foreign 
death  taxes  claimed  sis  a  credit  are  sub¬ 
sequently  recovered. 

(b)  The  following  information  must 
also  be  submitted  whenever  applicable: 

(1)  If  any  of  the  property  subjected 
to  the  foreign  death  tax  was  situated  out¬ 
side  of  the  country  imposing  tiie  tax, 
the  description  of  each  item  of  such 
property  and  its  value. 

(2)  If  more  than  one  inheritance  or 
succession  is  involved  with  respect  to* 
which  credit  is  claimed,  or  if  the  for¬ 
eign  country,  possession  or  political  sub¬ 
division  thereof  imposes  more  than  one 
kind  of  death  tax,  or  if  both  the 
foreign  country  and  a  possession  or 
lX>litical  subdivision  thereof  each  im¬ 
poses  a  death  tax,  a  separate  computa- 
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tlon  with  respect  to  each  inheritance  or 
succession  tax. 

(c)  In  addition  to  the  information  re¬ 
quired  under  paragraphs  (a)  and  (b)  of 
this  section,  the  district  director  may  re¬ 
quire  the  submission  of  any  further 
proof  deemed  necessary  to  establish  the 
right  to  the  credit. 

§  20.20 14>6  Period  of  limitations  on 
credit.  The  credit  for  foreign  death 
taxes  under  section  2014  is' limited  to 
those  taxes  which  were  actually  paid  and 
for  which  a  credit  was  claimed  within 
four  years  after  the  filing  of  the  estate 
tax  return  for  the  decedent’s  estate.  If, 
however,  a  petition  has  been  filed  with 
The  Tax  Court  of  the  United  States  for 
the  redetermination  of  a  deficiency  with¬ 
in  the  time  prescribed  in  section  6213' 
(a>,  the  credit  is  limited  to  those  taxes 
which  were  actually  paid  and  for  which 
a  credit  was  claimed  within  four  years 
after  the  filing  of  the  return,  or  before 
the  expiration  of  €0  days  after  the  de¬ 
cision  of  the  Tax  Court  becomes  filial, 
whichever  period  is  the  last  to  expire. 
Similarly,  if  an  extension  of  time  has 
^en  granted  under  section  6161  for  pay¬ 
ment  of  the  tax  shown  on  the  return,  or 
of  a  deficiency,  the  credit  is  limited  to 
those  taxes  which  were  actually  paid 
and  for  which  a  credit  was  claimed 
within  four  years  after  the  filing  of  the 
return,  or  before  the  date  of  the  expira¬ 
tion  of  the  period  of  the  extension, 
whichever  period  is  the  last  to  expire. 
See  section  2015  for  the  applicable  period 
of  limitations  for  credit  for  foreign  death 
taxes  on  reversionary  or  remainder  in¬ 
terests  if  an  election  is  made  imder  sec¬ 
tion  6163  (a)  to  postpone  pa3mient  of 
the  estate  tax  attributable  to  reversion¬ 
ary  or  remainder  interests.  If  a  claim 
for  refund  based  on  the  credit  for  foreign 
death  taxes  is  filed  within  the  applicable 
period  described  in  this  section,  a  refund 
may  be  made  despite  the  general  limita¬ 
tion  provisions  of  sections  6511  and  6512. 
Any  refund  based  on  the  credit  for  for¬ 
eign  death  taxes  shall  be  made  without 
interest. 

§  20.2015  Statutory  provisions;  credit 
for  death  taxes  on  remainders. 

SBC.  2015.  Credit  for  death  taxes  on  re¬ 
mainders.  Where  an  election  is  made  under 
section  6163  (a)  to  postpone  payment  of  the 
tax  imposed  by  section  2001  or  2101,  such 
part  of  any  estate,  inheritance,  legacy,  or 
succession  taxes  allowable  as  a  credit  under 
section  2011  or  2014,  as  is  attributable  to  a 
reversionary  or  remainder  Interest  may  be 
aUowed  as  a  credit  against  the  tax  attribut¬ 
able  to  such  interest,  subject  to  the  limita¬ 
tions  on  the  amount  of  the  credit  contained 
in  such  sections,  if  such  part  is  paid,  and 
credit  therefor  claimed,  at  any  time  before 
the  expiration  of  60  days  after  the  termina¬ 
tion  of  the  precedent  interest  or  interests  In 
the  property. 

§  20.2015-1  Credit  for  death  taxes  on 
remainders,  (a)  If  the  executor  of  an 
estate  elects  under  section  6163  (a)  to 
postpone  the  time  for  payment  of  any 
portion  of  the  Federal  estate  tax  attrib¬ 
utable  to  a  reversionary  or  remainder 
Interest  in  property,  credit  is  allowed  un¬ 
der  sections  2011  and  2014  against  such 
portion  of  the  Federal  estate  tax  for 
State  death  taxes  and  foreign  death 
taxes  attributable  to  the  reversionary  or 
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remainder  interest  if  such  State  death 
taxes  or  foreign  death  taxes  are  paid  and 
if  credit  therefor  is  claimed  either — 

(1)  Within  the  time  provided  for  in 
sections  2011  and  2014,  or 

(2)  Within  60  days  after  the  termina¬ 
tion  of  the  preceding  interest  or  interests 
in  the  property. 

The  allowance  of  credit,  however,  is  sub¬ 
ject  to  the  other  limitations  contained  in 
sections  2011  and  2014. 

(b)  In  applying  the  rule  stated  in 
paragraph  (a)  of  this  section,  credit 
for  State  death  taxes  or  foreign  death 
taxes  paid  within  the  time  provided 
in  sections  2011  and  2014  is  applied 
first  to  the  portion  of  the  Federal 
estate  tax  payment  of  which  is  not 
postponed,  and  any  excess  is  applied 
to  the  balance  of  the  Federal  estate  tax. 
However,  credit  for  State  death  taxes  or 
foreign  death  taxes  not  paid  within  the 
time  provided  in  section  2011  or  2014  is 
allowable  only  against  the  portion  of 
the  Federal  estate  tax  attributable  to  the 
reversionary  or  remainder  interest,  and 
only  for  State  or  foreign  death  taxes  at- . 
tributable  to  that  interest.  If  a  State 
death  tax  or  a  foreign  death  tax  is  im¬ 
posed  upon  both  a  reversionary  or  re¬ 
mainder  interest  and  upon  other  prop¬ 
erty,  without  a  definite  apportionment  of 
the  tax,  the  amount  of  the  tax  deemed 
attributable  to  the  reversionary  or  re¬ 
mainder  interest  is  an  amount  which 
bears  the  same  ratio  to  the  total  tax  as 
the  value  of  the  reversionary  or  re¬ 
mainder  interest  bears  to  the  value  of 
the  entire  property  with  respect  to  which 
the  tax  was  imposed.  In  applying  this 
ratio,  adjustments  consistent  with  those 
required  under  paragraph  (c)  of 
S  20.6163-1  must  be  made. 

(c)  The  application  of  this  section  may 
be  filustrated  by  the  following  examples: 

Example  {!).  One-third  of  the  Federal 
estate  tax  was  attributable  to  a  remainder 
interest  in  real  property  located  in  State 
y,  and  two-thirds  of  the  Federal  estate  tax 
was  attributable  to  other  property  located 
in  State  X.  The  payment  of  the  tax  attrib¬ 
utable  to  the  remainder  interest  was  post¬ 
poned  under  the  provisions  of  section  6163 
(a).  The  maxim vun  credit  allowable  for 
State  death  taxes  under  the  provisions  of 
section  2011  is  $12,000.  Therefore,  of  the 
maximmn  credit  allowable,  $4,000  is  attrib¬ 
utable  to  the  remainder  interest  and  $8,000 
is  attributable  to  the  other  property.  Within 
the  4-year  period  provided  for  in  section 
2011,  inheritance  tax  in  the  amoimt  of  $9,000 
was  paid  to  State  X  in  connection  with  the 
other  property.  With  respect  to  this  $9,000, 
$8,000  (the  maximum  amount  allowable)  is 
allowed  as  a  credit  against  the  Federal  estate 
tax  attributable  to  the  other  property,  and 
$1,000  is  allowed  as  a  credit  against  the  post¬ 
poned  tax.  After  the  expiration  of  the  4-year 
period  but  before  expiration  of  60  days  after 
termination  of  the  life  estate  or  other  preced¬ 
ent  interest.  Inheritance  tax  in  the  amount 
of  $5,000  was  paid  to  Sta^  Y  in  connection 
with  the  remainder  interest.  As  the  maxi¬ 
mum  credit  allowable  with  respect  to  the 
remainder  interest  is  $4,000  and  $1,000  has 
already  been  allowed  as  a  credit,  an  addi¬ 
tional  $3,000  will  be  credited  against  the 
Federal  estate  tax  attributable  to  the  remain¬ 
der  interest. 

Example  (2).  The  facts  are  the  same  as 
In  example  (1),  except  that  within  the  4- 
year  period  Inheritance  tax  in  the  amount 
of  $2,500  was  paid  to  State  Y  with  respect  to 
the  remainder  interest  and  inheritance  tax 


in  the  amount  of  $7,500  was  paid  to  State  v 
with  respect  to  the  other  property, 
amount  of  $8,000  is  allowed  as  a  credit  agaii^ 
the  Federal  estate  tax  attributable  to 
other  iwoperty  and  the  amount  of  $2,000  ii 
allowed  as  a  credit  against  the  postpone 
tax.  After  the  expiration  of  the  4-year]S 
riod  but  before  the  expiration  of  60  dim 
after  the  termination  of  the  life  estate  » 
other  precedent  interest,  the  estate  pays  ad¬ 
ditional  inheritance  taxes  of  $5,000  to 
Y  in  connection  with  the  remainder  interest. 
Thus,  additional  credit  wiU  be  allowed  1q 
the  amount  of  $2,000  ($4,000,  wiaTiin^jm 
credit  allowable,  less  $2,000,  credit  previously 
allowed)  against  the  Federal  estate  tax  su 
tributable  to  the  remainder  interest. 

Example  (3).  The  facts  are  the  same  as  la 
example  (2),  except  that  no  payment  ww 
made  to  State  Y  within  the  4-year  period. 
The  amount  of  $7,500  is  allowed  as  a  credit 
against  the  Federal  estate  tax  attributable 
to  the  other  property.  After  tenhlnatkai  of 
the  life  interest  additional  credit  wiU  be 
allowed  in  the  amount  of  $4,000  against  the 
Federal  estate  tax  attributable  to  the  re¬ 
mainder  Interest.  Since  the  payment  of 
$5,000  was  made  to  State  Y  following  the 
expiration  of  the  4-year  period,  no  part  ef  the 
payment  may  be  allowed  as  a  credit  agaioet 
the  Federal  estate  tax  attributable  to  the 
other  property. 

§  20.2016  Statutory  provisions;  reect- 
ery  of  taxes  claimed  as  credit. 

Sec.  2016.  Recovery  of  taxes  claimed  ei 
credit.  If  any  tax  claimed  as  a  credit  under 
section  2011  or  2014  is  recovered  from  any 
foreign  country,  any  State,  any  Territory 
or  possession  of  the  United  States,  or  the 
District  of  Columbia,  the  executor,  ot  any 
other  person  or  persons  recovering  such 
amount,  shall  give  notice  of  such  recovery 
to  the  Secretary  or  his  delegate  at  such  tinw 
and  in  such  manner  as  may  be  required  by 
regulations  prescribed  by  him,  and  the  Sec¬ 
retary  or  his  delegate  shall  (despite  the  pro¬ 
visions  of  section  6501)  redetermine  the 
amotmt  of  the  tax  under  this  chapter  and 
the  amount,  if  any,  of  the  tax  due  on  rodi 
redetermination,  shall  be  paid  by  the  execu¬ 
tor  or  such  person  or  persons,  as  the  case  may 
be,  on  notice  and  demand.  No  interest  shall 
be  assessed  or  collected  on  any  amount  of 
tax  due  on  any  redetermination  by  the  Sec¬ 
retary  or  his  delegate,  resulting  from  a  refiind 
to  the  executor  of  tax  claimed  as  a  credit 
under  section  2014,  for  any  period  before  the 
receipt  of  such  refund,  except  to  the  extent 
Interest  was  paid  by  the^  foreign  country  on 
such  refund. 

§  20.2016-1  Recovery  of  death  taxes 
claimed  as  credit.  In  accordance  with 
the  provisions  of  section  2016,  the  execu¬ 
tor  (or  any  other  person)  receiving  $ 
refund  of  any  State  death  taxes  or  for¬ 
eign  death  taxes  claimed  as  a  credit 
under  section  2011  or  section  2014  shall 
notify  the  district  director  of  the  refund 
within  30  days  of  its  receipt.  'The  notice 
shall  contain  the  following  information; 

(a)  The  name  of  the  decedent; 

(b)  The  date  of  the  decedent’s  death; 

(c)  The  property  with  respect  to 
which  the  refund  was  made; 

(d)  The  amount  of  the  refund,  exclu¬ 
sive  of  interest; 

(e)  The  date  of  the  refund;  and 

(f )  The  name  and  address  of  the  per¬ 
son  receiving  the  refund. 

If  the  refund  was  in  connection  wltii 
foreign  death  taxes  claimed  as  a  credit 
under  section  2014,  the  notice  shall  also 
contain  a  statement  showing  the  amount 
of  interest,  if  any,  paid  by  thb  foreign 
coimtry  on  the  refund.  Finally,  the  per- 
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_  flung  the  notice  shall  furnish  the 
S^trict  director  such  additional  informa- 
Son  as  he  may  request.  Any  Federal 
^te  tax  found  to  be  due  by  reason  of 
tte  refund  is  payable  by  the  person/  or 
Arsons  receiving  it,  upon  notice  and 
d^nand,  even  though  the  refund  is  re¬ 
ceived  after  the  expiration  of  the  period 
of  limitations  set  forth  in  section  6501 
(see  section  6501  (c)  (5)).  If  the  tax 
found  to  be  due  results  from  a  refund  of 
foreign  death  tax  claimed  as  a  credit 
under  section  2014,  such  tax  shall  not 
bear  interest  for  any  period  before  the 
receipt  of  the  refund,  except  to  the  extent 
that  interest  was  paid  by  the  foreign 
country  on  the  refund. 

GROSS  ESTATE 

$20.2031  Statutory  provisions;  defi¬ 
nition  of  gross  estate. 

Sac.  2031.  Definition  of  gross  estate — (a) 
Qtneral.  The  value  of  the  gross  estate  of, 
the  decedent  shall  be  determined  by  Includ-  ' 
tng  to  the  extent  provided  for  hi  this  part, 
the  value  at  the  time  of  his  death  of  all  prop- 
Mty,  real  or  personal,  tangible  or  intangible, 
wherever  situated,  except  real  property  situ¬ 
ated  outside  of  the  United  States. 

(h)  Valuation  of  unlisted  stock  and  securi¬ 
ties.  In  the  case  of  stock  and  securities  of  a 
corporation  the  value  of  which,  by  reason  of 
their  not  being  listed  on  an  exchange  and  by 
reason  of  the  absence  of  sales  thereof,  cannot 
be  determined  with  reference  to  bid  and 
a«irfld  prices  or  with  reference  to  sales  prices, 
the  value  thereof  shall  be  determined  by  tak¬ 
ing  into  consideration,  in  addition  to  all 
other  factors,  the  value  of  stock  or  securities 
at  corporations  engaged  in  the  same  or  a 
similar  line  of  business  which  are  listed  on 
an  exchange. 

$  20.2031-1  Definition  of  gross  estate; 
valuation  of  property — (a)  Definition  of 
gross  estate.  The  value  of  the  gross 
estate  of  a  decedent  who  was  a  citizen 
or  resident  of  the  United  States  at  the 
time  of  his  death  is  the  total  value  of  the 
Interests  described  in  sections  2033 
through  2044,  other  than  real  property 
situated  outside  of  the  United  States 
fas  defined  in  paragraph  (b)  (1)  (i)  of 
$20.0-1)  valued  as  described  in  §§20.- 
2031-140  20.2031-9  and  §  20.2032-1.  The  > 
contents  of  sections  2033  through  2044 
are,  in  general,  as  follows: 

(1)  Sections  2033  and  2034  are  con¬ 
cerned  mainly  with  interests  in  property 
passing  through  the  decedent’s  probate 
estate.  Section  2033  includes  in  the 
decedent’s  gross  estate  any  interest  that 
the  decedent  had  in  property  at  the  time 
of  his  death.  Section  2034  provides  that 
any  interest  of  the  decedent’s  surviving 
spouse  in  the  decedent’s  property,  such 
as  dower  or  curtesy,  does  not  prevent  the 
inclusion  of  such  property  in  the  dece¬ 
dent’s  gross  estate. 

(2)  Sections  2035  through  2038  deal 
with  interests  in  property  transferred  by 
the  decedent  during  his  life  under  such 
circumstances  as  to  bring  the  interests 
.within  the  decedent’s  gross  estate.  Sec¬ 
tion  2035  includes  in  the  decedent’s  gross 
estate  property  transferred  in  contem¬ 
plation  of  death,  even  though  the  dece-. 
dent  had  no  interest  in,  or  control  over, 
the  property  at  the  time  of  his  death. 
Section  2036  provides  for  the  inclusion 
of- transferred  property  with  respect  to 
which  the  decedent  retained  the  income 
or  the  power  to  designate  who  shall  en¬ 


joy  the  income.  Section  2037  includes 
in  the  decedent’s  gross  estate  certain 
transfers  imder  which  the  beneficial  en¬ 
joyment  of  the  property  could  be  ob¬ 
tained  only  by  surviving  the  decedent. 
Section  2038  provides  for  the  inclusion 
of  transferred  property  if  the  decedent 
had  at  the  time  of  his  death  the  power 
to  change  the  beneficial  enjosnnent  of 
the  property.  It  should  be  noted  that 
there  is  considerable  overlap  in  the  ap¬ 
plication  of  sections  2036  through  2038 
with  respect  to  reserved  powers,  so  that 
transferred  property  may  be  includible 
in  the  decedent’s  gross  estate  in  varying 
degrees  imder  more  than  one  of  those 
sections. 

(3)  Sections  2039  through  2042  deal 
with  special  kinds  of  property  and 
powers.  Sections  2039  and  2040  concern 
annuities  and  jointly  held  property,  re¬ 
spectively.  Section  2041  deals  with 
powers  held  by  the  decedent  over  the 
beneficial  enjosmient  of  property  not 
originating  with  the  decedent.  Section 
2042  concerns  insurance  under  policies 
on  the  life  of  the  decedent. 

(4)  Section  2043  concerns  the  suffi¬ 
ciency  of  consideration  for  transfers- 
made  by  ^he  decedent  during  his  life. 
This  has  a  bearing  on  the  amount  to  be 
included  in  the  decedent’s  gross  estate 
under  sections  2035  through  2038,  and 
2041.  Section  2044  deals  with  retro¬ 
activity. 

(b)  Valuation  of  property  in  general. 
The  value  of  every  item  of  property  in¬ 
cludible  in  a  decedent’s  gross  estate 
under  sections  2031  through  2044  is  its 
fair  market  value  at  the  time  of  the 
decedent’s  death,  except  that  if  the  exec¬ 
utor  elects  the  alternate  valuation 
method  under  section  2032,  it  is  the  fair 
market  value  thereof  at  the  date,  and 
with  the  adjustments,  prescribed  in  that 
section.  The  fair  market  value  is  the 
price  at  which  the  property  would 
change  hands  between  a  willing  buyer 
and  a  willing  seller,  neither  being  under 
any  compulsion  to  buy  or  to  sell  and 
both  having  reasonable  knowledge  of 
relevant  facts.  The  fair  market  value  of 
a  particular  item  of  property  includible 
in  the  decedent’s  gross  estate  is  not  to 
be  determined  by  a  forced  sale  price. 
The  value  is  generally  to  be  determined 
by  ascertaining  as  a  basis  the  fair  mar¬ 
ket  value  as  of  the  applicable  valuation 
date  of  each  unit  of  the  property.  For 
example,  in  the  case  of  shares  of^stock 
or  bonds,  such  unit  of  property  is  gen¬ 
erally  a  share  of  stock  or  a  bond.  Live¬ 
stock,  farm  machinery,  harvested '  and 
growing  crops  must  generally  be  item¬ 
ized  and  the  value  of  esu^h  item  sepa¬ 
rately  returned.  Froperty  shall  not  be 
returned  at  the  value  at  which  it  is 
assessed  for  local  tax  purposes  unless 
that  value  represents  the  fair  market 
value  as  of  the  applicable  valuation  date. 
All  relevant  facte  and  elements  of  value 
as  of  the  applicable  valuation  date  shall 
be  considered  in  every  case.  See 
§§  20.2031-2  to  20.2031-8  for  further  in¬ 
formation  concerning  the  valuation  of 
particular  kinds  of  property. 

§  20.2031-2  Valuation  of  stocks  and 
bonds — (a)  In  general.  The  value  of 
stocks  and  bonds  is  the  fair  market  value 


per  share  or  bond  on  the  applicable  valu¬ 
ation  date. 

(b)  Based  on  selling  prices.  If  there 
is  a  market  for  stocks  or  bonds,  on  a 
stock  exchange,  in  an  over-the-counter 
market,  or  otherwise,  the  mean  between 
the  highest  and  lowest  quoted  selling 
prices  on  the  valuation  date  is  the  fair 
market  value-  per  share  or  bond.  If 
there  were  no  sales  on  the  valuation  date, 
but  there  were  sales  on  dates  within  a 
reasonable  period  both  before  and  after 
the  valuation  date,  the  fair  market  value 
is  determined  by  taking  a  weighted  aver¬ 
age  of  the  means  between  the  highest 
and  lowest  sales  on 'the  nearest  date  be¬ 
fore  and  the  nearest  date  after  the  valua¬ 
tion  date.  The  average  is  to  be  weighted 
inversely  by  the  respective  numbers  of 
trading  days  between  the  selling  dates 
and  the  valuation  date.  For  example, 
assume  that  sales  of  stock  nearest  the 
valuation  date  (Fridas^,  June  15)  oc¬ 
curred  two  trading  days  before  (Wednes¬ 
day,  June  13)  and  three  trading  days 
after  (Wednesday,  June  20)  and  that  on 
these  days  the  mean  sale  prices  per 
share  were  $10  and  $15,  respectively. 
The  price  of  $12  is  taken  as  representing 
the  fair  market  value  of  a  share  of 
the  stock  as  of  the  valuation  date 

( - g - y  If ,  instead,  the  mean 

sale  prices  per  share  on  June  13  and 
June  20  were  $15  and  $10,'  respec¬ 
tively,  the  price  of  $13  is  taken  as 
representing  the  fair  market  value 

((3KU>-f(»xi0))^  AB  a  further  ea- 

ample,  assume  that  the  decedent  died  on 
Sunday,  October  7,  and  that  Saturday 
and  Sunday  were  not  trading  days.  If 
sales  of  stock  occurred  on  Friday,  Octo¬ 
ber  5,  at  mean  sale  prices  per  share  of 
$20  and  on  Monday,  October  8.  at  mean 
sale  prices  per  share  of  $23,  then  the 
fair  market  value  per  share  of  stock  as 
of  the  valuation  date  is  $21.50.  If  stocks 
or  bonds  are  listed  on  more  than  one 
exchange,  the  records  of  the  exchange 
where  the  stocks  or  bonds  are  princi¬ 
pally  dealt  in  should  be  employed.  In 
valuing  listed  securities,  the  executor 
should  be  careful  to  consult  accurate 
records  to  obtain  values  as  of  the  ap¬ 
plicable  valuation  date.  If  quotations  of 
unlisted  securities  are  obtained  from 
brokers,  or  evidence  as  to  their  sale  is 
obtained  from  officers  of  the  issuing 
companies,  copies  of  the  letters  furnish¬ 
ing  such  quotations  or  evidence  of  sale 
should- be  attached  to  the  return. 

(c)  Based  on  bid  and  asked  prices.  If 
the  provisions  of  paragraph  (b)  of  this 
section  are  inapplicable  because  actual 
sales  are  not  available  during  a  reason¬ 
able  period  beginning  before  and  ending 
after  the  valuation  date,  the  fair  market 
value  may  be  determined  by  taking  the 
mean  between  the  bona  fide  bid  and 
asked  prices  on  the  valuation  date,  or 
if  none,  by  taking  a  weighted  average 
of  the  means  tetween  the  bona  fide  bid 
and  asked  prices  on  the  nearest  trad¬ 
ing  date  before  and  the  nearest  trading 
date  after  the  valuati9n  date,  if  both 
such  nearest  dates  are  within  a  reason¬ 
able  period.  The  average  is  to  be  deter- 
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orice  which  a  wiUlng  buyer  would  pay 
S  a  willing  seller,  neither  being  under 
flny  compulsion  to  buy  or  to  sell  and 
having  reasonable  knowledge  of 
rSevant  facts.  A  room  by  room  itemiza¬ 
tion  of  household  and  personal  effects  is 
desirable.  All  the  articles  should  be 
named  specifically,  except  that  a  number 
of  articles  contained  in  the  same  room, 
none  of  which  has  a  value  in  excess  of 
1100,  may  be  grouped.  A  separate  value 
shoidd  be  given  for  each  article  named. 

In  lieu  of  an  itemized  list,  the  executor 
may  furnish  a  written  statement,  con- 
mining  a  declaration  that  it  is  made 
under  penalties  of  perjury,  setting  forth 
the  aggregate  value  as  appraised  by  a 
competent  appraiser  or  appraisers  of 
recognized  standing  and  ability,  or  by  a 
dealer,  or  dealers  in  the  class  of  person¬ 
alty  involved. 

(b)  Special  rule  in  cases  involving  a 
tubstantial  amount  of  valuable  articles. 
Notwithstanding  the  provisions  of  para¬ 
graph  (a)  of  this  section,  if  there  are 
included  among  the  household  and  per¬ 
sonal  effects  articles  having  marked 
artistic  or  intrinsic  value  of  a  total  value 
In  excess  of  $3,000  (e.  g.,  jewelry,  furs, 
silverware,  paintings,  etchings,  engrav¬ 
ings,  antiques,  books,  statuary,  vases, 
oriental  rugs,  coin  or  stamp  collections) , 
the  appraisal  of  an  expert  or  experts, 
under  oath.^hall  be  filed  with  the  return. 
The  appraisal  shall  be  accompanied  by 
a  written  statement  of  the  executor  con¬ 
taining  a  declaration  that  it  is  made  un¬ 
der  the  penalties  of  perjury  as  to  the 
completeness  of  the  itemized  list  of  such 
property  and  as  to  the  disinterested  char¬ 
acter  and  the  qualifications  of  the  ap¬ 
praiser  or  appraisers. 

(c)  Disposition  of  household  effects 
prior  to  investigation.  If  it  is  desired  to 
effect  distribution  or  sale  of  any  portion 
of  the  household  or  personal  effects  of 
the  decedent  in  advance  of  an  investi¬ 
gation  by  an  oflBcer  of  the  Internal  Rev¬ 
enue  Service,  information  to  that  effect 
shall  be  given  to  the  district  director. 
The  statement  to  the  district  director 
shall  be  accompanied  by  an  a^ppraisal  of 
such  property,  under  oath,  and  by  a 
written  statement  of  the  executor,  con¬ 
taining  a  declaration  that  it  is  made 
under  the  penalties  of  perjury,  regarding 
the  completeness  of  the  list  of  such  prop¬ 
erty  and  the  qualifications  of  the  ap¬ 
praiser,  as  heretofore  described.  If  a 
personal  inspection  by  an'  ofiBcer  of  the 
Internal  Revenue  Service  is  not  deemed 
necessary,  the  executor  will  be  so  ad¬ 
vised.  This  procedure  is  designed  to 
facilitate  disposition  of  such  property 
and  to  obviate  future  expense  and  in¬ 
convenience  to  the  estate  by  affording 
the  district  director  an  opportunity  to 
make  an  investigation  should  one  be 
deemed  necessary  prior  to  sale  or  dis¬ 
tribution. 

(d)  Additional  rules  if  an  appraisal 
involved.  If,  pursuant  to  paragraphs 
(a) ,  (b) ,  and  (c)  of  this  section,  expert 
appraisers  are  employed,  care  should  be 
taken  to  see  that  they  are  reputable  and 
of  recognized  competency  to  appraise  the 
particular  class  of  property  involved.  In 
the  appraisal,  books  in  sets  by  standard 
authors  should  be  listed  in  separate 
groups.  In  listing  paintings  having 


artistic  value,  the  size,  subject,  and 
artist’s  name  should  be  stated.  In  the 
case  of  oriental  rugs,  the  size,  make,  and 
general  condition  should  be  given.  Sets 
of  silverware  should  be  listed  in  separate 
groups.  Groups  or  individual  pieces  of 
silverware  should  be  weighed  and  the 
weights  given  in  troy  ounces.  In  arriving 
at  the  value  of  silverware,  the  appraisers 
should  take  into  consideration  its  antiq¬ 
uity,  utility,  desirability,  condition,  and 
obsolescence. 

§  20.2031-7  Valuation  of  annuities, 
life  estates,  terms  for  years,  remainders 
and  reversions — (a)  In  general.  (1)  The 
fair  market  value  of  annuities,  life  es¬ 
tates,  terms  for  years,  remainders  and 
reversions  is  their  present  value,  deter¬ 
mined  imder  this  section,  except  in  the 
case  of  annuities  under  contracts  issued 
by  companies  regularly  engaged  in  their 
sale.  The  valuation  of  such  commercial 
annuity  contracts,  and  of  insurance  pol¬ 
icies  on  the  lives  of  persons  other  than 
the  decedent,  is  determined  under 
S  20.2031-8.  (See  §  20.2042-1  with  re¬ 
spect  to  insurance  policies  on  the  dece¬ 
dent’s  life.) 

(2)  The  present  value  of  an  annuity, 
life  estate,  ^'emainder  or  reversion  de¬ 
termined  under  this  section  which  is 
dependent  on  the  continuation  or  ter¬ 
mination  of  the  life  of  one  person  is 
computed  by  the  use  of  Table  I  in  para¬ 
graph  (f)  of  this  section.  The  present 
value  of  an  annuity,  term  for  years,  re¬ 
mainder  or  reversion  dependent  on  a 
term  certain  is  computed  by  the  use  of 
Table  n  in  paragraph  (f)  of  this  section. 
If  the' interest  to  be  valued  is  dependeht 
upon  more  than  one  life  or  there  is  a 
term  certain  concurrent  with  one  or  more 
lives,  see  paragraph  (e)  of  this  section. 
For  purposes  of  the  computations  de¬ 
scribed  in  this  section,  the  age  of  a  per¬ 
son  is  to  be  taken  as  the  age  of  that 
person  at  his  nearest  birthday. 

(b)  Annuities — (1)  Payable  annually 
at  end  of  year.  If  an  annuity  is  payable 
annually  at  the  end  of  each  year  during 
the  life  of  an  individual  (as,  for  example, 
if  the  first  payment  is  due  one  year  after 
decedent’s  death),  the  amount  payable 
annually  is  multiplied  by  the  figure  in 
column  2  of  Table  I  opposite  the  number 
of  years  in  column  1  nearest  the  age  of 
the  Individual  whose  life  measures  the 
duration  of  the  annuity.  If  the  afmuity 
is  payable  annually  at  the  end  of  each 
year  for  a  definite  number  of  years,  the 
amount. payable  annually  is  multiplied 
by  the  figure  in  column  2  of  Table  II 
opposite  the  number  of  years  in  column 
1  representing  the  duration  of  the 
annuity.  The  application  of  this  sub- 
paragraph  may  be  illustrated  by  the 
following  examples; 

Example  (1).  The  decedent  received,  under 
the  terms  of  his  father’s  wUl  an  annuity  of 
SIO.OOO  a  year  payable  annually  lot  the  life 
of  his  elder  brother.  At  the  time  he  died, 
an  annual  payment  had  Just  been  made. 
The  brother  at  the  decedent’s  death  was  40 
years  8  months  old.  By  reference  to  Table  I, 
the  figure  in  column  2  opposite  41  years,  the 
number  nearest  to  the  brother’s  actual  age. 
is  found  to  be  17.6863.  The  present  vadue  of 
the  annuity  at  the  date  of  the  decedent’s 
death  is,  therefore.  $176,853  ($10,000  X 

17.6853). 


Example  (2).  The  decedent  was  entitled  j 

jto  receive  an  annuity  of  $10,000  a  year  pay¬ 
able  annually  throughout  a  term  certain. 

At  the  time  he  died,  an  annual  payment  had 
just  been  made  and  five  more  annual  pay¬ 
ments  were  stiU  to  be  made.  By  reference 
to  Table  n.  it  is  found  that  the  figure  in 
column  2  opposite  6  years  is  4.5151.  ’The 
present  value  of  the  annuity  is,  therefore, 

$45,151  ($10,000X4.5161). 

(2)  Payable  at  the  end  of  semiannual, 
quarterly,  monthly,  or  weekly  periods. 

If  an  annuity  Is  payable  at  the  end  of 
semiannual,  quarterly,  monthly,  or 
weekly  periods  during  the  life  of  an 
individual  (as  for  example  if  the  first 
payment  is  due  one  month  after  the 
decedent’s  death) ,  the  aggregate  amount 
to  be  paid  within  a  year  is  first  multiplied 
by  the  figure  in  column  2  of  Table  I 
opposite  the  number  of  years  in  column  1 
nearest  the  age  of  the  individual  whcMse 
life  measures  the  duration  of  the  annu¬ 
ity.  The  product  so  obtained  is  then 
multiplied  by  whichever  of  the  following 
factors  is  appropriate : 

1.0087  iot  semiannual  payments, 

1.0130  for  quarterly  payments, 

1.0159  for  monthly  payments, 

1.0171  for  Weekly  payments. 

If  the  annuity  is  payable  at  the  end  of 
semiannual,  quarterly,  monthly,  or 
weekly  periods  for  a  definite  number  of 
years,  the  aggregate  amount  to  be  paid 
within  a  year  is  first  multiplied  by  the 
figure  in  colunm  2  of  Table  n  opposite 
the  number  of  years  in  colunm  1  repre- 
aenting  the  duration  of  the  annuity.  The 
product  so  obtained  is  then  multiplied 
by  whichever  of  the  above  factors  is 
appropriate.  The  application  of  this 
subparagraph  may  be  illustrated  by  the 
following  example: 

Example.  The  facts  are  the  same  as  those 
contained  in  example  (1)  set  forth  in  sub- 
paragraph  (1)  of  this  paragraph,  except  that 
the  aimuity  is  payable  semiannually.  The 
aggregate  annual  amount,  $10,000,  is  multi- 
pUed  by  the  factor  17.6853,  and  the  product 
mmtlpUed  by  1.0087.  The  present  value  of 
the  annuity  at  .the  date  of  the  decedent’s 
death  is.  therefore,  $178391.62  ($10,000  X 
17.6853X1.0087). 

(3)  Payable  at  the  beginning  of  an- 
nual,  semiannual,  quarterly,  monthly,  orj 
weekly  periods,  (i)  If  the  ^st  payment  ^ 
of  an  annuity  for  the  life  <^f  an  indi-  ^ 
vidual  is  due  at  the  beginning  of  the 
annual  or  other  pasnnent  period  rather 
than  at  the  end  (as,  for  example,  if  the  ^ 
first  payment  is  to  be  made  immediately 
after  the  decedent’s  death) ,  the  value  of 
the  annuity  is  the  sum  of  (a)  the  first 
payment  plus  (b)  the  preset  value  of 
a  similar  annuity,  the  first  painnent  of 
which  is  not  to  be  made  until  the  end 
of  the  pasnnent  period,  determined  as 
provided  in  subparagraph  (1)  or  (2)  of 
this  paragraph.  The  application  of  this 
subdivision  may  be  illustrated  by  the 
following  example : 

Example.  Hie  decedent  was  entitled  to 
receive  an  annuity  of  $50  a  month  during 
the  life  of  another.  The  decedent  died  on 
a  day  the  payment  was  due.  At  the  date  of 
the  decedent’s  death,  the  person  whose  life 
measures  the  duration  of  the  annuity  was 
50  years  of  age.  ’The  value  of  the  annuity 
at  the  date  of  the  decedent's  death  is  $50 
plus  the  product  of  $50x12X14.8486  (see 
’Table  I)  x  1.0159  (see  subparagraph  (2)  of 
this  paragraph) ,  or  $9,100.82. 
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(ii)  If  the  first  payment  of  an  annuity 
for  a  definite  number  of  years  is  due  at 
the  beginning  of  the  annual  or  other 
payment  period,  the  applicable  facto? 
is  the  product  of  the  factor  shown  in 
Table  II  multiplied  by  whichever  of  the 
following  factors  is  appropriate: 

1.0350  for  annual  payments, 

1.0262  for  semiannual  payments, 

1.0218  for  quarter!/  payments. 

1.0189  for  monthly  payments, 

1.0177  for  weekly  payments. 

The  application  of  this  subdivision  may 
be  illustrated  by  the  following  example: 

Example.  The  decedent  was  the  benefi¬ 
ciary  of  an  annuity  of  $50  a  month.  On 
th^  day  a  payment  was  due,  the  decedent 
died.  There  were  300  pa3^ents  to  be  made, 
including  the  payment  due.  The  value  of 
the  annuity  as  of  the  date  of  decedent’s 
death  is  the  product  of  $50  X 12  x  16.4815  (see 
Table  U)  X  1.0189,  or  $10,075.80. 

(c)  Life  estates  and  terms  for  years. 
If  the  interest  to  be  valued  is  the  right 
of  a  person  for  his  life,  or  for  the  life 
of  another  person,  to  receive  the  income 
of  certain  property  or  to  use  nonincome- 
producing  property,  the  value  of  the  in¬ 
terest  is  the  value  of  the  property  mul¬ 
tiplied  by  the  figure  in  column  3  of  Table 
I  opposite  the  number  of  years  nearest 
to  the  actual  age  of  the  measuring  life. 
If  the  interest  to  be  valued  is  the  right 
to  receive  income  of  property  or  to  use 
nonincome-producing  property  for  a 
term  of  years,  column  3  of  Table  n  is 
used.  The  application  of  this  paragraph 
may  be  illustrated  by  the  following  ex¬ 
ample: 

Example.  The  decedent  or  his  estate  was 
entitled  to  receive  the  Income  from  a  fund 
of  $50,000  during  the  life  of  his  elder  brother. 
Upon  the  brother’s  death,  the  remainder  is 
to  go  to  X.  ’The  brother  was  31  years  6 
months  old  at  the  time  of  decedent’s  death. 
By  refwence  to  Table  I,  the  figure  in  column 
3  opp^lte  31  years  Is  found  to  be  0.71068. 
The  present  value  of  decedent’s  interest  Is, 
therefore,  $35,534  ($50,000  X  0.71068). 

(d)  Remainders  or  reversionary  inter- 
ests.  If  a  decedent  had,  at  the  time  of 
his  death,  a  remainder  or  a  reversionary 
interest 'in  property  to  take  effect  after 
an  estate  for  the  life  of  another,  the 
present  value  of  his  interest  is  obtained 
by  multiplying  the  value  of  the  property 
by  the  figure  in  column  4  of  Table  I  op¬ 
posite  the  number  of  years  nearest  to 
the  actual  age  of  the  person  whose  life 
measures  the  preceding  estate.  If  the 
remainder  or  reversion  is  to  take  effect 
at  the  end  of  a  term  for  years,  column  4 
of  Table  n  is  used.  The 'application  of 
this  paragraph  may  be  illustrated  by  the 
following  example: 

Example.  The  decedent  was  entitled  to 
receive  certain  property  worth  $50,000  upon 
the  death  of  his  elder  brother,  to  whom  the 
income  was  bequeathed  for  life.  At  the  time 
of  the  decedent’s  death,  the  elder  brother 
was  31  years  5  months  old.  By  reference  to 
Table  I,  the  figure  In  column  4  opposite  31 
years  is  found  to  be  0.28932.  The  present 
value  of  the  remainder  interest  at  the  date 
of  decedent’s  death  is.  therefore,  $14,466 
($50,000X0^28932). 

(e)  Actuarial  computations  hy  the  In¬ 
ternal  Revenue  Service.  If  the  valuation 
of  the  interest  involved  is  dependent 
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upon  the  continuation  or  the  termination 
of  more  than  one  life  or  upon  a  term 
certain  concurrent  with  one  or  more  lives, 
a  special  factor  must  be  used.  The  factor 
is  to  be  computed  upon  the  basis  of  the 
Makehamized  mortality  table  appearing 
as  Table  38  of  United  States  Life  Tables 
and  Actuarial  Tables  1939-1941,  pub¬ 
lished  by  the  United  States  Department 
of  Commerce,  Bureau  of  Census,  and  in¬ 
terest  at  the  rate  of  ZVz  percent  a  year, 
compounded  annually.  Many  such 
factors  may  be  found  in,  or  readily  com¬ 
puted  with  the  use  of  the  tables  contained 
in,  a  pamphlet  entitled  “Actuarial 
Values  for  Estate  and  Gift  Tax."  This 
pamphlet  may  be  purchased  from  the 
Superintendent  of  Documents,  United 
States  Government  Printing  OflBce, 
Washington  25,  D.  C.  However,  if  a  spe¬ 
cial  factor  is  required  in  the  case  of  an 
actual  decedent,  the  Commissioner  will 
furnish  the  factor  to  the  executor  upon 
request.  The  request  must  be  accom¬ 
panied  by  a  statement  of  the  date  of 
birth  of  each  person,  the  duration  of 
whose  life  may  affect  the  value  of  the 
interest,  and  by  copies  of  the  relevant 
instruments. 

(f)  The  following  tables  shall  be  used 
in  the  application  of  the  provisions  of  this 
section: 

TaRle  I 

TABLE,  SINGLE  LIFE,  3M  PERCENT,  SHOWING  THE  PRES> 
ENT  WORTH  OF  AN  ANNTTITT,  OF  A  LIFE  INTEREST,  AND 
OF  A  EEUAINDEB  INTEREST 


Life 

estate 


Annuity 


0.48377 
.47157' 
.45926 
.44688 
.43443 
.42101 
.40936 
.30679 
.38422 
.37165 
.35911 
.34663 
.33420 
.32186 
.30962 
.29750 
. 28552 
.27370 
.26205 
.25059 
.23934 
.22831 
.  21752 
.20698 
.19670 
. 18671 
.17700 
.16759 
.15849 
.14970 
.14123 
.13308 
. 12526 
.11777 
.11060 
.10377 
.09726 
.09107 
.08520 
.07964 
.07439 
.06944 
.06477 
.06040 
.05629 
.05244 
.04882 
.04541 
.04212 
.03877 
.03491 
.02911 
.01691 


Table  n 


TABLE  SHOWING  THE  PRESENT  WORTH  AT  3M  PERCEMTOf 
AN  ANNUITY  FOR  A  TERM  CERTAIN,  OF  AN  INCOME  INTBB> 
EST  FOR  A  TERM  CERTAIN,  AND  OF  A  REMAINDER  INTII^ 
SST  POSTPONED  FOB  A  TEBM  CERTAIN 


(1) 

Age 

(2) 

Annuity 

(3) 

Life 

estate 

(4) 

Remainder 

0 . 

23.9685 

0.83890 

0. 16110 

1 . 

24.9035 

.87162 

.12838 

2 . 

24. 8920 

.87122 

.12878 

3 . 

24.  8246 

.86886 

.13114 

4 . 

24.  7378 

.86582 

.13418 

5 . 

24. 6392 

.86237 

.13763 

6 . 

24.  6326 

.85864 

.14136 

7 . 

24.4188 

.85466 

.14534 

8 . 

24.2982 

.85044 

.14956 

9 . 

24. 1713 

.84600 

.15400 

10- . . 

24. 0387 

.84135 

'  .15865 

11.:. . 

23.9008 

.83653 

.16347 

12 . 

23. 7600 

.83160 

.16840 

13 . 

23.6161 

.82656 

.17344 

14.. . 

23.4693 

.82143 

.17857 

15 . 

23. 3194 

.81618 

.18382 

16 . 

23. 1665 

.81083 

.18917 

17 . 

23.0103 

.80536 

.19464 

18 . 

22.8511 

.79979 

.20021 

19 . 

22.6870 

.79404 

.20596 

20 . 

22.  5179 

.78813 

.21187 

21. . 

22.3438 

.78203 

.21797 

22 . 

22. 1646 

.77576 

.22424 

23 . 

21. 9801 

.76930 

.23070 

24 . 

21.  7902 

.76266 

.23734 

25 . 

21.  5950 

.75582 

.24418 

26 . 

21.3942 

.74880 

.25120 

27 . 

21. 1878 

.74157 

.25843 

28 . 

20. 9759 

.73416 

.26584 

29 . 

20.-7581 

.72653 

.27347 

30 . 

20.  5345 

.71871 

.28129 

31 . 

20. 3052 

.71068 

.28932 

32 . 

20.0699 

.70245 

.29755 

33 . 

19.8288 

.69401 

.30599 

34 . 

19. 6816 

.68536 

.31464 

35... _ i . 

19. 3285 

.67650 

.32350 

36 . 

19.0695 

.66743 

.33257 

37 . . . 

18. 8044 

.65815 

.34185 

38 . 

18.5334 

.64867 

.35133 

39 . 

18. 2566 

.63898 

.36102 

40 . 

17.  9738 

.62908 

.37092 

41 . 

17.6853 

.61899 

.38101 

42 . 

17.3911 

.60869 

.39131 

43 . 

17.0913 

.59820 

.40180 

44 . 

16.7860 

.68751 

.41249 

45 . 

16. 4754 

.67664 

.42336 

46 . 

16. 1596 

.56559 

.43441 

47 . 

15.8388 

.65436- 

.44564 

48 _ 

15. 5133 

.64297 

.45703 

49 _ 

15. 1831 

.A3141 

.46859 

60 . 

14.8486 

.61970 

.48030 

61 . 

14.  5101 

.60786 

.49215 

62.... . 

14. 1678 

.49587 

.50413 

0) 

Number  of  years 

(2) 

Annuity 

(3) 

Term 

certain 

(4) 

Rematnte 

1 

1 . 

0.9662 

0.033816 

0.9661M 

2 . 

1.8997 

.066489 

.9336U 

3 . 

2.8016 

.098057 

.9oi»a 

4 . 

3.6731 

.128558 

.871442 

6 . 

4.5151 

.168027 

.84KI7I 

6 . 

6.3286 

.186499 

.8135a 

7 . 

6. 1145 

.214009 

.785m 

8 . . 

6.8740 

.240588 

.759412 

9 . 

7.6077 

.266269 

.733711 

10 . 

8.3166 

.291081 

.766911 

11 . 

9.0016 

.315054 

.6849(3 

12..'. . 

9.6633 

.338217 

.661711 

13 . 

10. 3027 

.360596 

.639404 

14 . 

10. 9205 

.382218 

.617782 

15 . 

11. 5174 

.403109 

.5g68M 

16 _ _ _ 

12. 0941 

.423294 

.676706 

17 . 

12.6513 

.442796 

.5573N 

18 _  _ 

13. 1897 

.461639 

.538311 

19 . 

13. 7098 

.479844 

.620151 

20 . 

14.  2124 

.497434 

.502656 

21 . 

14.6980 

.514429 

.485671 

22 . . . 

15.1671 

.630849 

.4691H 

23 . 

15.6204 

.546714 

.453286 

24. 

16.0584 

.662043 

.437957, 

25  _ 

16.4815 

.676853 

.423147 

26 . 

16.8904 

.691162 

.408858 

27 . 

17.2854 

.604988 

.306012 

2ft 

17.6670 

.618346 

.381656 

29 .  . 

18.0358 

.631252 

.368743 

30 . 

18. 3920 

.643722 

.356271 
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.20^31-8  Valuation  of  certain  life 
imlttrance  and  annuity  contracts,  (a) 
of  a  contract  for  the  payment 
annuity,  or  an  insurance  policy  on 
®  of  a  person  other  than  the  dece- 
,  w  Issued  by  a  company  regularly  en- 
^ed  in  the  selling  of  contracts  of  that 
S^acter  is  established  through  the  sale 
to  that  company  of  comparable  con- 
SLcts.  An  annuity  payable  tmder  a 
combination  annuity  contract  and  life 
m^nce  policy  on  the  decedent’s  life 
7^,  a  “retirement  income”  policy  with 
d^th  benefit)  under  which  there  was 
no  insurance  element  at  the  time  of  the 
decedent’s  death  (see  paragraph  (d)  of 
J20J039-1)  is  treated  like  a  contract  for 
payment  of  an  annuity  for  purposes 
of  this  section. 

(b)  As  valuation  of  an  insurance 
policy  through  sale  of  compeirable  con- 

is  not  readily  ascertainable  when, 
^et  the  date  of  the  decedent’s  death,  the 
contract  has  been  in  force  for  some  time 
and  further  premium  payments  are  to 
be  made,  the  value  may  be  approxi- 
BUtted  by  adding  to  the  interpolated 
terminal  reserve  at  the  date  of  the  dece¬ 
dent’s  death  the  proportionate  part  of 
the  gross  premium  last  paid  before  the 
date  of  the  decedent’s  death  which 
covers  the  period  extending  beyond  that 
date,  n,  however,  because  of  the  un¬ 
usual  nature  of  the  contract  such  an 
approximation  is  not  I’easonably  close 
to  the  full  value  of  the  contract,  this 
method  may  not  be  used. 

(c)  The  application  of  this  section  may 
be  illustrate  by  the  following  examples. 
In  each  case  involving  an  insurance  con¬ 
tract.  it  is  assumed  that  there  are  no 
accrued  dividends  or  outstanding  indebt¬ 
edness  on  the  contract. 

Example  {!).  X  piirchased  from  a  life 
Insurance  company  a  Joint  and  survivor  an¬ 
nuity  contract  under  the  terms  of  which  X 
was  to  receive  payments  of  ai.200  annually 
for  his  life  and,  upon  X’s  death,  his  wife  was 
to  receive  payments  of  $1,200  annuaUy  for 
her  life.  Five  years  after  such  purchase, 
when  his  wife  was  50  years  of  age,  X  died. 
The  value  of  the  annuity  contract  at  the  date 
of  X’s  death  is  the  amount  which  the  com¬ 
pany  would  charge  for  an  annuity  providing 
for  the  payment  of  $1,200  annually  for  the 
life  of  a  female  50  years  of  age. 

Example  (2) .  Y  died  holding  the  incidents 
of  ownership  in  a  life  insmrance  poUcy  on 
.  the  life  of  his  wife.  The  policy  was  one  on 
which  nd  further  pa3mients  were  to  be  made 
to  the  company  (e.  g.,  a  single  premium 
policy  or  a  paid-up  policy).  The  value  of 
the  insurance.policy  at  the  date  of  Y’s  death 
is  the  amount  which  the  company  would 
charge  for  a  single' premium  contract  of  the 
same  specified  amount  on  the  life  of  a  person 
of  the  age  of  the  insured. 

Example  (3).  Z  died  holding  the  incidents 
of  ownership  in  a  life  insurance  policy  on 
the  life  of  his  'wife.  The  policy  was  an 
ordinary  life  policy  issued  nine  years  and 
Mour  months  prior  to  Z’s  death  and  at  a  time 
when  Z’s  wife  was  36  years  of  age.  The  gross 
anhual  premiiun  is  $2,811  and  the  decedent 
hied  four  months  after  the  last  premium 
hue  date.  The  value  of  the  insurance  policy 
at  tltf  date  of  Z'a  death  is  computed  as 
foUoi^s; 

Ten^al  reserve  at  end  of  tenth 

. . $14,601.00 

Terminal  reserve  at  end  of  ninth 

year -  12, 966. 00 


Increase _  1, 636. 00 


No.  123- 


One-third  of  sruch  increase  (Z 
having  died  four  months  fol¬ 
lowing  the  last  preceding  pre¬ 
mium  due  date)  is _ _  $545. 33 

Ternllnal  reserve  at  end  of  ninth 
year _ _  12, 965. 00 


Interpolated  terminal  reserve  at 

date  of  Z’s  death _  13, 510. 33 

Two-thirds  of  gross  prenolum 

(%X$2.811)^ _  1,874.00 


Value  of  the  insmance 
policy _  15, 384. 33 


§  20.2031-9  Valuation  of  other  prop¬ 
erty.  The  valuation  of  any  property  not 
specifically  described  in  §§20.2031-2  to 
20.2031-8  is  made  in  accordance  with  the 
genefal  principles  set  forth  in  §  20.2031- 
1.  For  example,  a  future  interest  in, 
property  not  subject  to  valuation  in  ac¬ 
cordance  with  the  actuarial  principles 
set  forth  in  §  20.2031-7  is  to  be  valued 
in  accordance  with  the  general  principles 
set  forth  in  §  20.2031-1. 

§  20.2032  Statutory  provisions ;'ulter- 
nate  valuation. 

Sec.  2032.  Alternate  valuation — (a)  Gen¬ 
eral.  The.  value  of  the  gross  estate  may  be 
determined,  if  the  executor  so  elects,  by 
valuing  all  the  property  included  in  the 
gross  estate  as  follows: 

(1)  In  the  case  of  property  distributed, 
sold,  exchanged,  or  otherwise  disposed  of, 
within  1  year  after  the  decedent’s  death 
such  property  shall  be  valued  as  of  the  date 
of  distribution,  sale,  exchange,  or  other 
disposition. 

(2)  In  the  case  of  property  ndt  distributed, 
sold,  exchanged,  or  otherwise  disposed  of, 
within  1  year  after  the  decedent’s  death  such 
property  shall  be  valued  as  of  the  date  1 
year  after  the  decedent’s  death. 

(3)  Any  interest  or  estate  which  is  affected 
by  mere  lapse  of  time  shaU  be  Included  at 
its  value  as  of  the  time  of  death  (Instead  of 
the  later  date)  with  adjustment  for  any 
difference  in  its  value  as  of  the  later  date 
not  due  to  mere  lapse  of  time. 

(b) ' Special  rules.  No  deduction  tmder 
this  chapter  of  any  item  shall  be  allowed  if 
allowance  for  such  item  is  in  effect  given  by 
the  alternate  valuation  provided  by  this  sec¬ 
tion.  Wherever  in  any  other  subsection  or 
section  of  this  chapter  reference  is  made 
to  the  value  of  property  at  the  time  of  the 
decedent’s  death,  such  reference  shaU  be 
deemed  to  refer  to  the  value  of  such  property 
used  in  determining  thcf  value  of  the  gross 
estate.  In  case  of  an  election  made  by  the 
executor  under  this  section,  then — 

(1)  For  purposes  of  the  charitable  deduc¬ 
tion  under  section  2055  or  2106  (a)  (2).  any 
bequest,  legacy,  devise,  or  transfer  enmn- 
erated  therein,  and 

(2)  For  the  purpose  of  the  marital  de¬ 
duction  under  section  2056,  any  interest  in 
property  passing  to  the  surviving  spouse, 

shall  be  valued  as  of  the  date  of  the  dece¬ 
dent’s  death  with  adjustment  for  any  differ¬ 
ence  in  value  (not  due  to  mere  lapse  of  time 
or  the  occurrence  or  nonoccurrence  of  a 
contingency)  of  the  property  as  of  the  date 
1  yeaf  after  the  decedent’s  death  (sub¬ 
stituting,  in  the  case  of  property  distributed 
by  the  executor  or  trustee,  or  sold,  exchanged, 
or  otherwise  disposed  of,  dming  such  1-year 
period,  the  date  thereof). 

(c)  Time  of  election.  The  election  pro¬ 
vided  for  in  this  section  shall  be  exercised 
by  the  executor  on  his  return  if  filed  within 
the  time  prescribed  by  law  or  before  the  ex¬ 
piration  of  any  extension  of  time  granted 
piursuant  to  law  for  the  filing  of  the  return. 

§  20.2032-1  Alternate  valuation — (a) 
In  general.  In  general,  section  2032  pro¬ 
vides  for  the  valuation  of  a  decedent’s 


gross  estate  at  a  date  ether  than  the  date 
of  the  decedent’s  death.  More  specifi¬ 
cally,  if  an  executor  elects  the  alternate 
valuation  method  under  section  2032,  the 
property  included  in  the  decedent’s  gross 
estate  on  the  date  of  his  death  is  valued 
as  of  whichever  of  the  following  dates 
is  applicable: 

(1)  Any  property  distributed,  sold,  ex¬ 
changed,  or  otherwise  disposed  of  within 
one  year  after  the  decedent’s  death  is 
valued  as  of  the  date  on  which  it  is  first 
distributed,  sold,  exchanged,  or  otherwise 
disposed  of ; 

(2)  Any  property  not  distributed,  sold, 
exchanged,  or  otherwise  disposed  of 
within  one  year  after  the  decedent’s 
death  is  valued  as  of  the  date  one  year 
after  the  date  ol  the  decedent’s  death; 

(3)  Any  property,  interest,  or  estate 
which  is  affected  by  mere  lapse  of  time 
is  valued  as  of  the  date  of  the  decedent’s 
death,  but  adjusted  for  any  difference  in 
its  value  not  due  to  mere  lapse  of  time 
as  of  the  date  one  year  after  the  de¬ 
cedent’s  death,  or  as  of  the  date  of  its 
distribution,  sale,  exchange,  or  other 
disposition,  whichever  date  first  occurs. 

(b)  Method  and  effect  of  election.  (1) 
While  it  is  the  puniose  of  section  .2032 
to  permit  a  reduction  in  the  sunount  of 
tak  that  would  otherwise  be  payalfie  if 
the  gross  estate  has  suffered  a  shrink¬ 
age  in  its  aggregate  value  in  the  year 
following  the  decedent’s  death,  the  al¬ 
ternate  valuation  method  is  not  auto¬ 
matic  but  must  be  elected.  Further¬ 
more,  the  alternate  valuation  method 
may  be  elected  whether  or  not  there 
has  been  a  shrinkage  in  the  aggregate 
value  of  the  estate.  However,  the  elec¬ 
tion  is  not  effective  for  any  purpose  un¬ 
less  the  value  of  the  gross  estate  at  the 
time  of  the  decedent’s  death  exceeded 
$60,000,  so  that  an  estate  tax  return  is 
required  to  be  filed  under  section  6018. 

(2)  If  the  alternate  valuation  method 
tmder  section  2032  is  to  be  used,  section 
2032  (c)  requires  that  the  executor  must 
so  elect  on  the  estate  tax  return  required 
under  section  6018,  filed  within  15 
months  from  the  date  of  the  decedent’s 
death  or  within  the  period  of  any  exten¬ 
sion  of  time  granted  by  the  district  di¬ 
rector  imder  section  6081.  In  no  case 
may  the  election  be  exercised,  or  a  pre^ 
vious  election  changed,  after  the  expira¬ 
tion  of  such  time.  If  the  election  is 
made,  it  applies  to  all  the  property  in¬ 
cluded  in  the  gross  estate,  and  cannot 
be  apt>lied  to  only  a  poi^ion  of  the 
property. 

(c)  Meaning  of  distributed,  sold,  ex¬ 
changed.  or  otherwise  disposed  of’*.  (1) 
The  phrase  “distributed,  sold,  ex¬ 
changed,  or  otherwise  disposed  of”  com¬ 
prehends  all  possible  ways  by  which 
property  ceases  to  form  a  part  of  the 
gross  estate.  For  example,  money  on 
hand  at  the  date  of  the  decedent’s  death 
which  is  thereafter  used  in  the  payment 
of  funeral  expenses,  or  which  is  there¬ 
after  invested,  falls  within  the  term 
“otherwise  disposed  of.”  TTie  term  also 
includes  the  surrender  of  a  stock  Cer¬ 
tificate  for  corporate  assets  in  complete 
or  partial  liquidation  of  a  corporation 
pursuant  to  section  331.  The  term  does 
not,  however,  extend  to  transactions 
which  are  mere  changes  in  form.  ’Thus, 
it^does  not  include  a  transfer  bf  ^ets 
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not  represent  a  form  of  ‘‘included  prop-  additional  discount  amorti 
erty”  itself  or  the  receipt  of  “included  death  and  during  the  alternah 
property”,  is  excluded  in  valuing  the  period  is  the  equivalent  of  ii 
gross  estate  under  the  alternate  valua-  cruing  during  that  period 
Such  property  is  herein-  therefore,  not  to  be  included  t 
after  referred  to  in  this  section  as  “ex-  estate  under  the  alternate 
eluded  p  r  o  p  e  r  t  y”.  Illustrations  of  method. 

“included  property”  and  “excluded  *  (4)  -Stock  of  a  corporation.. 

property”  are  contained  in  the  subpara-  stock  in  a  corporation  and  di^ 
graphs  (1)  to  (4)  of  this  paragraph:  dared  to  stockholders  of  re< 

(1)  Interest-hearing  obligations.  In-  before  the  date  of  the  deced( 
terest-bearing  obligations,  such  as  bonds  and  not  collected  at  the  dat 
or  notes,  may  comprise  two  elements  of  constitute  “included  proper! 
“included  property”  at  the  date  of  the  estate.  On  the  other  hand 
decedent’s  death,  namely,  (i)  the  prin-  dividends  out  of  earnings  £ 
cipaJ  of  the  obligation  itself,  and  (ii)  (whether  in  cash,  shares  of  tl 
interest  accrued  to  the  date  of  death,  tion,  or  other  property)  d 
Each  of  these  elements  is  to  be  separately  stockholders  of.  record  after  1 
valued  as  of  the  applicable  valuation  the  decedent’s  death  are  “excl 
date.  Interest  accrued  after  the  date  of  erty”  and  are  not  to  be  value! 
death  and  before  the  subsequent  valu-  alternate  valuation  method, 
ation  date  constitutes  “excluded  ever,  dividends  are  declared 
property”.  However,  any  part  payment  holders  of  record  after  the  < 
of  principal  made  between  the  date  of  decedent’s  death  with  the  eflf« 
death  and  the  subsequent  valuation  date,  shares  of  stock  at  the  subseqi 
or  any  advance  pasmient  of  interest  for  tion  date  do  not  resisonabh 
a  period  after  the  subsequent  valuation  the  same  “included  proper! 
date  made  during  the  alternate  valua-  gross  estate  as  existed  at  the 
tion  period  which  h£is  the  effect  of  re-  decedent’s  death,  the  dividen 
ducing  the  value  of  the  principal  obli-  eluded  property”,  except  to 
gation  as  of  the  subsequent  valuation  that  they  are  out  of  earni 
date,  will  be  included  in  the  gross  estate,  corporation  after  the  date  o; 
and  valued  as  of  the  date  of  such  dent’s  death.  For  example. 


to  a  corporation  in  exchange  for  its 
stock  in  a  trans£tction  with  respect  to 
which  no  gain  or  loss  would  be  recogniz¬ 
able  for  income  tax  purposes  under  sec¬ 
tion  351.  Nor  does  it  include  an  ex-  tion  method, 
change  of  stock  or  securities  in  a 
corporation  for  stock  or  securities  in  the 
same  corporation  or  imother  corporation 
in  a  transaction,  such  as  a  merger,  re¬ 
capitalization,  reorganization  or  other 
tr£insaction  described  in  section  368  (a) 
or  355,  with  respect  to  which  no  gain  or 
loss  is  recognizable  for  income  tax  pur¬ 
poses  imder  section  354  or  355. 

(2)  Property  may  be  “distributed” 
either  by  the  executor,  or  by  a  trustee  of 
property  included,  in  the  gross  estate  un¬ 
der  sections  2035  through  2038,  or  sec¬ 
tion  2041.  Property  fs  considered  as 
“distributed”  upon  the  first  to  occur  of 
the  following: 

(i)  ’The  entry  of  an  order  or  decree  of 
distribution,  if  the  order  or  decree  sub¬ 
sequently  becomes  final; 

(ii)  The  segregation  or  separation  of 
the  property  from  the  estate  or  trust  so 
that  it  becomes  imqualifiedly  subject  to 
the  demand  or  disposition  of  the  dis¬ 
tributee;  or 

(iii)  ’The  actual  paying  over  or  de¬ 
livery  of  the  property  to  the  distributee. 

(3)  Property  may  be  “sold,  exchanged, 
or  otherwise  disposed  of”  by:  (i)  The 
executor;  (ii)  a  trustee  or  other  donee  payment, 
to  whom  the  decedent  during  his  life¬ 
time  transferred  property  included  in  his 
gross  estate  tmder  sections  2035  through  para^aph  with  respect  to 
2038,  or  section  2041;  (iii)  an  heir  or  ’ 
devisee  to  whom  title  to  property  p£isses 
directly  under  local  law;  (iv)  a  surviv-, 
ing  joint  tenant  or  tenant  by  the  entire¬ 
ty;  or  (V)  any  other  person.  If  a  bind¬ 
ing  contract  for  the  sale,  exchange,  or 
other  disposition  of  property  is  entered 
into,  the  property  is  considered  as  sold, 
exchanged,  or  otherwise  disposed  of  on 
the  effective  date  of  the  contract,  unless 
the  contra.ct  is  not  subsequently  carried 
out  substantially  in  accordance  with  its 
terms.  The  effective  date  of  a  contract 
is  normally  the  date  it  is  entered  into 
(and  not  the  date  it  is  consummated,  or 
the  date  legal  title  to  the  property 
P£isses)  unless  the  contract  specifies  a 
different  effective  date. 

(d)  "Included  property'*  and  "ex¬ 
cluded  property".  If  the  executor  elects 
the  alternate  valuation  method  under 
section  2032,  all  property  interests  ex¬ 
isting  at  the  date  of  decedent’s  death 
which  form  a  part  of  his  gross  estate 
as  determined  imder  sections  2033 
through  2044  are  valued  in  accord£mce 
with  the  provisions  of  this  section.  Such 
property  interests  are  hereinafter  re¬ 
ferred  to  in  this  section  as  “included 
property”.  Furthermore,  such  property 
interests  remain  “included  property”  for 
the  purpose  of  valuing  the  gross  estate 
imder  the  edtemate  valuation  method 
even  though  they  change  in  form  dur¬ 
ing  the  alternate  valuation  period  by  be¬ 
ing  actually  received,  or  disposed  of,  in 
whole  or  in  part,  by  the  estate.  On  the 
other  hand,  property  earned  or  accrued 
(whether  received  or  not)  after  the  date 
of  the  decedent’s  death  and  during  the 
alternate  valuation  period  with  respect 
to  £my  property  interest  existing  at  the 
date  of  the  decedent’s  death,  which  does 


(2)  Leased  property.  The  principles  liquidation  to  stockholders  of  recoti 
set  forth  in  subparagraph  (1)  of  this  during  the  alternate  valuation  period 

■  interest-  which  is  not  accompanied  by  a  surmjder 
bearing  obligations  also  apply  to  lesised  of  a  stock  certificate  for  cancellation,  tb^ 
realty  or  personalty  which  is  included  amount  of  the  distribution  received  (m 
in  the  gross  estate  and  with  respect  to 
which  an  obligation  to  pay  rent  has  been 
reserved. 

itself  and  the  rents  accrued  to  the  date 
of  death  constitute  “included  property”, 
and  each  is  to  be  separately  valued  as 
of  the  applicable  valuation  date, 
rent  accrued  after  the  date  of  death  and 
before  the  subsequent  valuation  date  is 
“excluded 

principle  applicable  with  respect  to  in¬ 
terest  paid  in  advance  is  equally  appli¬ 
cable  with  respect  to  adv£mce  payments  during  the  alternate  valuation  period, 
of  rent. 

(3)  Noninterest-hearing  obligations. 

In  the  case  of  noninterest-bearing  obli¬ 
gations  sold  at  a  discount,  such  as  savings 
bonds,  the  principal  obligation  and  the 
discount  amortized  to  the  date  of  death 
are  property  interests  existing  at  the  date 
of  death  and  constitute  “included  prop¬ 
erty”.  The  obligation  itself  is  to  be 
valued  at  the  subsequent  valuation  date 
without  regard  to  any  further  incre£ise 
in  value  due  to  amortized  discount.  The 


included  property”,  except  to  the 
Both  the  realty  or  personalty  extent  that  the  distribution  was  out  of 

earnings  £md  profits  since  the  date  of  the 
decedent’s  death.  Similarly,  if  a  corpo* 
ration,  in  which  the  decedent  owned  i 
Any  substantial  interest  and  which  possessed 
at  the  date  of  the  decedent’s  death  ac¬ 
cumulated  earnings  and  profits  equal  to 
Similarly,  the  its  paid-in  capital,  distributed  all  at  its 
accumulated  earnings  said  profits  as  a 
cash  dividend  to  shareholders  of  record 


the  amount  of  the  dividends  received  on 
stock  includible  in  the  gross  estate  wOi 
be  included  in  the  gross  estate  under  the 
alternate  valuation  method.  LikevtK, 
a  stock  dividend  distributed  under  such 
circumstances  is  “included  property”. 

(e)  Illustrations  of  "included  proh 
erty"  and  "excluded  property".  ’The  ap¬ 
plication  of  paragraph  (d)  of  this  sectioe 
may  be  further  illustrated  by  the  foHow- 
ing  example  in  which  it  is  assumed  that 
the  decedent  died  on  January  1,  1^5: 


VahMit 

dateot 

death 


Description 


Bond,  par  value  $1,000,  bearing  Interest  at  4  percent  payable  quarterly  on 
Feb.  1,  May  1,  Aug.  1,  and  Nov.  1.  Bond  distributed  to  legatee  on  Mar. 

1,  1955 . 

Interest  coupon  of  $10' attached  to  bond  and  not  cashed  at  date  of  death 
although  due  and  payable  Nov.  1,  1954.  Cashed  by  executor  on  Feb. 

1,  1955 . 

Interest  accrued  from  Nov.  1,  W.M,  to  Jan.  1, 19.16,  collected  on  Feb.  1, 19.55. 
Beal  estate,  not  disposed  of  within  year  following  dciith.  Rent  of  $300 

due  at  the  end  of  each  quarter,  Feb.  1,  May  1,  Aug.  1,  and  Nov.  1 . 

Rent  due  for  quarter  ending  Nov.  1,  1954,  but  not  coliccted  until  Feb.  1, 

1955 . - . 

Rent  accrued  for  November  and  December  1954,  collected  on  Feb.  1, 1955. 
Common  stock,  X  Corporation,  600  shares,  not  disposed  of  within  year 

following  dec^ent’s  death . . . . . . . 

Dividend  of  $2  per  share  declared  Dec.  10, 1954,  and  paid  on  Jan.  10, 1056, 
to  holders  of  record  on  Dec.  30, 1954 _ _ _ _ _ . 


Subsequent 

valuation 

date 

Alternate 

value 

Mar. 

1, 1955 

$1,000.00 

Feb. 

1, 19.55 

10.00 

Feb. 

1, 1955 

6.67 

Jan. 

1,1956 

11,000.00 

Feb. 

1, 19.55 

800.00 

Feb. 

1, 1956 

200.00 

Jan. 

1, 1056 

47,600.00 

Jan. 

10, 1955 

1,000.00 

4SS1 


ffuesday,  June  24, 1958  ^ 

■  jgere  lapse  of  time.  In  order  to 
-ulninate  changes  in  value  due  only  to 
ZT^lipse  of  time,  section  2032  (a)  (3) 
Sovides  that  any  interest  or  estate 
-affected  by  mere  lapse  of  time”  is  in- 
^ed  in  a  decedent’s  gross  estate  imder 
alternate  valuation  method  at  its 
rtlue  as  of  the  date  of  the  decedent’s 
^th,  but  with  adjustment  for  any  dif- 
fer«J^  In  its  value  as  of  the  subsequent 
,  -jjugtion  date  not  due  to  mere  lapse  of 
:  Mme  Properties,  interests,  or  estates 
which  are  “affected  by  mere  lapse  of 
*jnie”  include  patents,  estates  for  the  life 
of  a  person  other  than  the  decedent,  re¬ 
mainders,  reversions,  and  other  like 
m(«)erties,  interests,  or  estates.  The 
phrase  “affected  by  mere  lapse  of  time” 
^  no  reference  to  obligations  for  the 
payment  of  money,  whether  or  not  in- 
p^t-bearing,  the  value  of  wMch 
changes  with  the  passing  of  time.  How¬ 
ever,  such  an  obligation,  like  any  other 
property,  may  become  affected  by  lapse 
of  when  made  the  subject  of  a 
bequest  or  transfer  which  itseff  is  crea¬ 
tive  of  an  interest  or  estate  so  affected. 
The  application  of  this  paragraph  is 
fflustrated  in  subparagraphs  (1)  and  (2) 
this  paragraph: 

(1)  life  estates,  remainders,  and  sim- 
Oar  interests.  The  values  of  life  estates, 
remainders,  and  similar  interests  are  to 

.  be  obtained  by  applying  the  methods 
prescribed  in  §  20.2Q31-7,  using  (i)  the 
age  of  each  person,  Uie  duration  of  whose 
'  afe  may  affect  the  value  of  the  interest, 
as  of  the  date  of  the  decedent’s  death, 
and  (ii)  the  value  of  the  property  as  of 
the  alternate  date.  For  example,  assume 
that  the  decedent  or  his  estate  was  en¬ 
titled  to  receive  property  upon  the  death 
of  his  elder  brother  who  was  entitled  to 
receive  the  income  therefrom  for  life. 
At  the  date  of  the  decedent’s  death,  the 
property  was  worth  $50,000  and  the  elder 
brother  was  31  years  old.  The  value  of 
the  decedent’s  remainder  interest  at  the 
date  of  his  death  would,  as  explained  in 
{20.2031-7  (d),  be  $14,466  ($50,000  x 
028932).  If,  because  of  economic  con¬ 
ditions,  the  property  declined  in  value 
and  was  worth  only  $40,000  one  year 
after  the  date  of  the  decedent’s  d^ath, 
the  value  of  the  remainder  interest  as  of 
the  alternate  date  would  be  $11,572.80 
($40,000  X  0.28932). 

(2)  Patents.  To  illustrate  the  alter- 
^  nate  valuation  of  a  patent,  assume  that 

the  decedent  owned  a  patent  which,  on 
the  date  of  the  decedent’s  death,  had  an 
unexpired  term  of  ten  years  and  a  value 
of  $78,000.  Six  months  after  the  date  of 
the  decedent’s  death,  the  patent  was 
sold,  because  of  lapse  of  time  and  other 
y  causes,  for  $60,000.  The  alternate  value 
thereof  would  be  obtained  by  dividing 
$60,000  by  0.95  (ratio  of  the  remaining 
life  of  the  patent  at  the  alternate  date 
to  the  remaining  life  of  the  patent  at 
■  the  date  of  the  decedent’s  death),  and 
would,  therefore,  be  $63,157.89. 

(g)  Effect  of  election  on  deductions. 
If  the  executor  elects  the  alternate 
valuation  method  imder  section  2032, 
wiy  deduction  for  administration  ex¬ 
penses  under  section  2053  (b)  (pertain- 
fug  to  property  not  subject  to  claims) 
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or  losses  under  section  2054  (or  secUon 
2106  (a)  (1),  relating  to  estates  of  non¬ 
residents  not  citizens)  is  allowed  only  to 
the  extent  that  it  is  not  otherwise  in 
effect  allowed  in  determining  the  value 
of  the  gross  estate.  Furthermore,  the 
amount  of  any  charitable  deduction  un¬ 
der  section  2055  (or.  section  2106  (a)  (2). 
relating  to  the  estates  of  nonresidents 
not  citizens)  or  the  amount  of  any  mari¬ 
tal  deduction  under  section  2056  is 
determined  by  the  value  of  the  property 
with  respect  to  which  the  deduction  is 
allowed  as  of  the  date  of  the  decedent’s 
death,  adjusted,  however,  for  any  dif¬ 
ference  in  its  value  as  of  the  date  one 
year  after  death,  or  as  of  the  date  of  its 
distribution,  sale,  exchange,  or  other 
disposition,  whichever  first  occurs. 
However,  no  such  adjustment  may  take 
into  account  any  difference  in  value  due 
to  lapse  of  time  or  to  the  occurrence  or 
nonoccurence  of  a  contingency. 

§  20.2033  Statutory  provisions;  prop¬ 
erty  in  which  the  decedent  had  an 
interest. 

Sec.  2033.  Property  in  which  the  decedent 
had  an  interest.  The  value  of  the  gross  es¬ 
tate  shall  include  the  value  of  all  property 
(except  real  property  situated  outside  of  the 
United  States)  to  the  extent  of  the  interest 
therein  of  the  decedent  at  the  time  of  his 
death.  < 

§  20.2033-1  Property  in  which  the  de¬ 
cedent  had  an  interest — (a)  Jn  general. 
The  gross  estate  of  a  decedent  who  was 
a  citizen  or  resident  of  the  United  States 
at  the  time  of  his  death  fiicludes  under 
section  2033  the  value  of  aU  property, 
whether  real  or  personal,  tangible  or  in¬ 
tangible,  and  wherever  situated,  bene¬ 
ficially  owned  by  the  decedent  at  the  time 
of  his  death,  except  real  property  situ¬ 
ated  outside  of  the  United  States.  Retd 
property  situated  4n  the  United  States  is 
included  whether  itrcame  into  the  posses¬ 
sion  and  control  of  the  executor  or 
administrator  or  passed  directly  to  heirs 
or  devisees.  Various  statutory  provisions 
which  exempt  bonds,  notes,  bills,  and 
certificates  of  indebtedness  of  the  Fed¬ 
eral  Government  or  its  agencies  and  the 
interest  thereon  from  taxation  are  gen¬ 
erally  not  applicable  to  the  estate  tax, 
since  such  tax  is  an  excise  tax  on  the 
transfer  of  property  at  death  and  is  not 
a  tax  on  the  property  transferred. 

(b)  Miscellaneous  examples.  A  ceme¬ 
tery  lot  owned  by  the  decedent  is  iMut  of 
his  gross  estate,  but  its  value  is  limited 
to  the  salable  value  of  that  part  of  the 
lot  which  is  not  designed  for  the  inter¬ 
ment  of  the  decedent  and^he  n^embers 
of  his  family.  Property  subject  to  home¬ 
stead  or  other  exemptions  under  local 
law  is  included  in  the  gross  estate.  Notes 
or  other  claims  held  by  the  decedent  are 
likewise  included  even  though  they  are 
cancelled  by  the  decedent’s  will.  Interest 
and  rents  accrued  at  the  date  of  the  de¬ 
cedent’s  death  constitute  a  part  of  the 
gross  estate.  Similarly,  dividends  which 
aire  payable  to  the  decedent  or  his  estate 
by  reason  of  the  fact  that  on  or  before 
the  date  of  the  decedent’s  death  he  was 
a  stockholder  of  record  (but  which  have 
not  been  collected  at  death)  constitute  a 
part  of  the  gross  estate. 


S  20.2034  Statutory  provisions;  dower 
of  curtesy  interests. 

Sac.  2034.  Dower  or  curtesy  interests.  The 
value  of  the  groes  estate  shaU  include  the 
value  of  aU  property  (except  real  property 
situated  outside  of  the  United  States)  to  the 
extent  of  any  interest  therein  of  the  s\ir- 
viving  spouse,  existing  at  the  time  of  the 
decedent’s  death  as  dower  or  curtesy,  or  by 
virtue  of  a  statute  creating  an  estate  in  lieu 
of  dower  or  curtesy. 

§  20.2034-1  Dower  or  curtesy  inter¬ 
ests.  A  decedent’s  gross  estate  includes 
imder  section  2034  any  interest  in  prop¬ 
erty  of  the  decedent’s  surviving  spouse 
existing  at  the  time  of  the  decedent’s 
death  as  dower  or  curtesy,  or  any  inter¬ 
est  -created  by  statute  in  lieu  thereof 
(although  such  other  interest  may  differ 
in  character  from  dower  or  curtesy). 
Thus,  the  full  value  of  iH'operty  is  in¬ 
cluded  in  the  decedent’s  gross  estate, 
without  deduction  of  such  an  interest  of 
the  surviving  hiu^and  or  wife,  and  with¬ 
out  regard  to  whoi  the  right  to  such  an 
interest  arose. 

§  20.2035  Statutory  protHsions;  trans¬ 
actions  in  contemplation  of  death. 

Sac.  2035.  Transactions  in  contemplation 
of  death — (a)  General  rule.  The  value  of 
the  gross  estate  shall  include  the  value  of  an 
property  (except  real  property  situated  out¬ 
side  of  the  United  States)  to  the  extent  ot 
any  interest  therein  of  which  the  decedent 
has  at  any  time  made  a  transfer  (except  in 
case  of  a  bona  fide  sale  for  an  adequate  and 
full  consideration  in  money  or  money’s 
worth) ,  by  trust  or  otherwise,  in  contempla¬ 
tion  of  his  death. 

(b)  Application  of  general  rule.  It  the 
decedent'  within  a  period  of  3  years  Miding 
with  the  date  of  his  death  (except  in  case  oC 
a  bona  flde  sale  for  an  adequate  and  fun 
consideration  in  money  or  money’s  worth) 
transferred  an  interest  in  property,  relin¬ 
quished  a  power,  or  exercised  or  released  a 
general  power  of  appointment,  such  trans¬ 
fer,  relinquishment,  exercise,  or  release  shall, 
unless  shown  to  the  <contra]7,  be  deemed  to 
have  been  made  in  contemplation  of  death 
within  the  meaning  of  this  section  and  sec¬ 
tions  2038  and  2041  (relating  to  revocable 
transfers  smd  powers  of  appointment);  but 
no  such  transfer,  relinquishment,  exercise, 
or  release  made  before  siich  3-year  period 
shall  be  treated  as  having  been  made  in  con¬ 
templation  of  death. 

§  20.2035-1  Transactions  in  contem¬ 
plation  of  death — (a)  In  general.  A 
decedent’s  gross  estate  includes  under 
section  2035  the  value  of  any  interest  in 
property  transferred  by  a  decedent  In 
contemplation  of  death  within  3  yean 
before  his  death,  except  to  the  extent 
that  the  transfer  was  for  a  full  and  ade¬ 
quate  consideration  in  money  or  money’s 
worth  (see  S  20.2043-1).  With  the  ex¬ 
ception  noted  in  the  preceding  sentence, 
the  decedent’s  gross  estate  includes  as  a 
transfer  in  contemplation  of  death  the 
value  of  any  interest  in  property  trans¬ 
ferred  within  3  3^ars  before  the  _dece- 
dent’s  death,  unless  the  transfer  is  shown 
not  to  have  been  made  In  contemplation 
of  death.  The  result  is  not  affected  by 
the  fact  that  at  the  time  of  the  trmisfer 
the  decedent  parted  absolutely  and  im¬ 
mediately  with  his  enjoyment  of  and 
title  to  the  property. 

(b)  Application  of  other  sections.  If 
a  decedent  transfers  an  interest  in 
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property  or  relinquishes  a  power  in  con¬ 
templation  of  death,  the  decedent’s  gross 
estate  includes  the  property  subject  to 
the  interest  or  power  to  the  extent  that 
it  would  be  included  under  section  2036, 
2037,  or  2038  if  the  decedent  had  re¬ 
tained  the  interest  or  power  until  his 
death.  If  a  decedent  exercises  or  releases 
a  general  power  of  appointment  in  con¬ 
templation  of  death,  the  property  sub¬ 
ject  to  the  power  is  included  in  the 
decedent’s  gross  estate  to  the  extent 
provided  in  section  2041  and  the  regula¬ 
tions  thereunder. 

(c)  Definition.  The  phrase  “in  con¬ 
templation  of  death’’,  as  used  in  this 
section,  does  not  have  reference  to  that 
general  expectation  of  death  such  as  all 
persons  entertain.  On  the  other  hand, 
its  meaning  is  not  restricted  to  an  appre¬ 
hension  that  death  is  imminent  or  near. 
A  transfer  “in  contemplation  of  death” 
is  a  disposition  of  property  prompted  by 
the  thought  of  death  (although  it  need 
not  be  solely  so  prompted).  A  transfer 
is  prompted  by  the  thought  of  death  if 
(1)  made  with  the  purpose  of  avoiding 
death  taxes,  (2)  made  as  a  substitute 
for  a  testamentary  disposition  of  the 
property,  or  (3)  made_for  any  other 
motive  associated  with  death.  The 
bodily  and  mental  condition  of  the  de¬ 
cedent  and  all  other  attendant  facts  and 
circumstances  are  to  be  scrutinized  in 
order  to  determine  whether  or  not  such 
thought  prompted  the  disposition. 

(d)  Presumptions.  Any  transfer  of  an 
interest  in  property,  relinquishment  of 
a  power,^or  exercise  or  release  of  a  gen¬ 
eral  power  of  appointment  byji  decedent 
within  a  period  of  3  years  ending  with 
the  date  of  his  death  is  deemed  to  have 
been  made  “in  contemplation  of  death”, 
unless  shown  to  the  contrary.  No 
transfer,  relinquishment,  exercise,  or  re¬ 
lease  made  by  a  decedent  more  than  3 
years  before  his  death  is  treated  as  hav¬ 
ing  been  made  “in  contemplation  of 
death”. 

(e)  Valuation.  The  value  of  an  inter¬ 
est  in  transferred  property  includible  in 
a  decedent’s  gross  estate  under  this 
section  is  the  value  of  the  interest  as 
of  the  applicable  valuation  date.  In 
this  connection,  see  sections  2031,  2032, 
and  the  regulations  thereunder.  How¬ 
ever,  if  the  transferee  has  made  im¬ 
provements  or  additions  to  the  property, 
any  resulting  enhancement  in  the  value 
of  the  property  is  not  considered  in 
ascertaining  the  value  of  the  gross 
estate.  Similarly,  neither  income  re¬ 
ceived  subsequent  to  the  transfer  nor 
property  purchased  with  such  income  is 
considered. 

§  20.2036  Statutory  provisions;  trans¬ 
fers  with  retained  life  estate. 

Sec.  2036.  Transfers  with  retained  life 
estate — (a)  General  rule.  The  value  of  the 
gross  estate  shall  include  the  value  of  all 
property  (except  real  property  situated  out¬ 
side  of  the  United  States)  to  the  extent  of 
any  interest  therein  of  which  the  decedent 
has  at  any  time  made  a  transfer  (except  in 
case  of  a  bona  fide  sale  for  an  adequate  and 
full  consideration  in  money  or  money’s 
worth),  by  trust  or  otherwise,  under  which 
he  has  retained  for  his  life  or  for  any  period 
not  ascertainable  without  reference  to  his 
death  or  for  any  period  which  does  not  in 
fact  end  before  his  death — 


in  the  decedent’s  gross  estate  under 
section  does  not  include  the  value  of 
outstanding  income  interest  of  the  oth» 
person.  It  may  be  noted  that  if  the 
person  predeceased  the  decedent,  tb» 
reservation  by  the  decedent  may  be 
sidered  to  be  either  for  his  life,  or  for » 
period  which  does  not  in  fact  end  belw* 
his  death. 

(2)  The  “use,  possession,  right  to  th. 


of  a  transfer  made  before  October  8,  1W9, 
only  if  such  reversionary  interest  arose  MJ 
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express  terms  of  the  Instrument  of  trans- 
r*\"  imd  the  value  of  such  reversionary  In- 
immediately  before  the  death  of  the 
exceeds  6  percent  of  the  value  of 
Mich  property. 

7b)  Special  rules.  For  purposes  of  this 
•Jtlon,  toe  term  "reversionary  interest"  In- 
^dee  iLpossiblllty  that  property  transferred 
hv  toe  decedent — 

“^•Ij  iijay  return  to  him  or  his ''estate,  or 

(2)  May  be  subject  to  a  power  of  dlsposi* 
don  by  him, 

but  such  term  does  not  Include  a  possibility 
toe  Income  alone  from  such  property 
^  return  to  him  or  become  subject  to  a 
of  disposition  by  him.  The  value  of 
a  reversionary  Interest  immediately  before 
die  death  of  the  decedent  shall  be  deter¬ 
mined  (without  regard  to  the  fact  of  the 
deoedent’B  death)  by  usual  methods  of  valua- 
don,  including  the  use  of  tables  of  mortality 
and  actuarial  principles,  under  regulations 
prescribed  by  the  Secretary  or  his  delegate. 
Sa  determining  the  value  of  a  possibility 
that  property  may  be  subject  to  a  power  of 
^lapoeltion  by  the  decedent,  such  possibility 
ibaii  be  valued  as  if  it  were  a  possibility  that 
lucb  property  may  retmn  to  the  decedent 
or  bis  estate.  Notwithstanding  the  fore- 
ping,  an  interest  so  transferred  shall  not 
bi  included  in  the  decedent’s  gross  estate 
under  this  section  if  possession  or  enjoyment 
cf  toe  property  could  have  been  obtained 
by  any  beneficiary  during  the  decedent’s  life 
through  the  exercise  of  a  general  power  of 
appointment  (as  defined  in  section  2041) 
which  in  fact  was  exercisable  immediately 
before  toe  decedent’s  death. 

{ 20.2037-1  Transfers  taking  effect  at 
igath — (a)  In  general.  A  decedent’s 
gross  estate  includes  under  section  2037 
the  value  of  any  interest  in  property 
transferred  by  the  decedent  after  Sep- 
tanber  7, 1916,  whether  in  trust  or  other¬ 
wise,  except  to  the  extent  that  the  trans¬ 
fer  was  for  an  adequate  and  full  con¬ 
sideration  in  money  or  money’s  worth 
(see  S  20.2043-1) .  if— 

(1)  Possession  or  enjo3nnent  of  the 
property  could,  through  ownership  of  the 
Interest,  have  been  obtained  only  by  sur¬ 
viving  the  decedent, 

(2)  The  decedent  had  retained  a  possi¬ 
bility  (hereinafter  referred  to  as  a  “re¬ 
versionary  interest”)  that  the  property, 
other  than  the  income  alone,  would  re¬ 
turn  to  the  decedent  or  his  estate  or 
would  be  subject  to  a  power  of  disposition 
by' him,  and 

(3)  The  value  of  the  reversionary  in¬ 
terest  immediately  before  the  decedent’s 
death  exceeded  5  percent  of  the  value  of 
the  entire  property. 

However,  if  the  transfer  was  made  before 
October  8, 1949,  section  2037  is  applicable 
only  if  the  reversionary  interest  arose  by 
the  express  terms  of  the  instrument  of 
transfer  and  not  by  operation  of  law  (see 
paragraph  (f )  of  this  section) .  See  also 
paragraph  (g)  of  this  section  with  respect 
to  transfers  made  between  November  11, 
1935,  and  January  29,  1940.  The  provi¬ 
sions  of  section  2037  do  not  apply  to 
transfer^  made  before  September  8, 1916. 

(b)  Condition  of  survivorship.  As  in¬ 
dicated  in  paragraph  (a)  of  this  section, 
the  value  of  an  interest  in  transferred 
property  is  not  included  in  a  decedent’s 
gross  estate  under  section  2037  unless 
possession  or  enjoyment  of  the  property 
could,  through  ownership  of  such  inter¬ 
est,  have  been  obtained  only  by  surviv- 
Ing  the  decedent.  Thus,  property  is  not 


Included  in  the  decedent’s  gross  estate 
if,  immediately  before  the  decedent’s 
death,  possession  or  enjojunent  of  the 
property  could  have  been  obtained  by 
any  beneficiary  either  by  surviving  the 
decedent  or  through  the  occurrence  of 
some  other  event  such  as  the  expiration 
of  a  term  of  years.  However,  if  a  con¬ 
sideration  of  the  terms  and  circi^n- 
stances  of  the  transfer  as  a  whole  indi¬ 
cates  that  the  “other  event”  is  unreal 
and  if  the  death  of  the  decedent  does, 
in  fact,  occur  before  the  “other  event”, 
the  beneficiary  will  be  considered  able  to 
possess  or  enjoy  the  property  only  by 
surviving  the  decedent.  Notwithstand¬ 
ing  .the  foregoing,  an  interest  in  traps- 
feri\ed  property  is  not  includible  in  a 
decedent’s  gross  estate  under  section  2037 
if  possession  or  enjoyment  of  the  prop¬ 
erty  could  have  been  obtained  by  any 
beneficiary  during  the  decedent’s  life 
through  the  exercise  of  a  general  power 
of  appointment  (as  defined  in  section 
2041)  which  in.  fact  was  exercisable  im¬ 
mediately  before  the  decedent’s  death. 
See  examples  (5)  and  (6)  in  paragraph 
(e)  of  this  section. 

(c)  Retention  of  reversionarp  interest. 
(1)  As  indicated  in  paragraph  (a)  of 
this  section,  the  value  of  an  interest  in 
transferred  property  is  not  included  in 
a  decedent’s  gross  estate  under  section 
2037  unless  the  decedent  had  retained 
a  reversionary  interest  in  the  property, 
and  the  value  of  the  reversionary  interest 
immediately  before  the  death  of  the 
decedent  exceeded  5  percent  of  the  value 
of  the  property. 

*  (2)  For  purposes  of  section  2037,  the 
term  “reversionary  interest”  includes  a 
possibility  that  property  transferred  by 
the  decedent  may  return  to  him  or  his 
estate  and  a  possibility  that  property 
transferred  by  the  decedent  may  become 
subject  to  a  power  of  disposition  by  him. 
The  term  is  not  used  in  a  technical  sense, 
but  has  reference  to  any  reserved  right 
under  which  the  transferred  property 
shall  or  may  be  returned  to  the  grantor. 
Thus,  it  encompasses  an  interest  arising 
either  by  the  express  terms  of  the  instru¬ 
ment  of  transfer  or  by  operation  of  law. 
(See,  however,  paragraph  (f )  of  this  sec¬ 
tion  with  respect  to  transfers  made  be¬ 
fore  October  8, 1949.)  The  term  “rever¬ 
sionary  interest”  does  not  include  rights 
to  income  only,  such  as  the  right  to  re¬ 
ceive  the  income  from  a  trust  after  the 
death  of  another  person.  (However,  see 
section  2036  for  the  inclusion  of  property 
in  the  gross  estate  on  account  of  such 
rights. )  Nor  does  the  term  “reversionary 
interest”  include  the  possibility  that  the 
decedent  during  his  lifetime  might  have 
received  back  an  interest  in  transferred 
property  by  inheritance  through  the 
estate  of  another  person.  Similarly,  a 
statutory  right  of  a  spouse  to  receive  a 
portion  of  whatever  estate  a  decedent 
may  leave  at  the  Ume  of  his  death  is  nat 
a  “reversionary  interest”. 

(3)  For  purposes  of  this  section,  the 
value  of  the  decedent’s  reversionary  in¬ 
terest  is  computed  as  of  the  moment 
immediately  before  his  death,  without 
regard  to  whether  or  not  the  executor 
elects  the  alternate  valuation  method 
under  section  2032  and  without  regard  to 
the  fact  of  the  decedent’s  death.  The 


value  is  ascertained  In  accordance  with 
recognized  valuation  principles  for  de¬ 
termining  the  value  for  estate  tax  pur¬ 
poses  of  future  or  conditional  Interests 
In  property.  (See  §  5'20.2031-1, 20.2031-7, 
and  20.2031-9.)  For  example,  if  the  de¬ 
cedent’s  reversionary  interest  was  subject 
to  an  outstanding  life  estate  in  his  wife, 
his  interest  is  valued  according  to  the- 
actuarial  rules  set  forth  in  S  20.2031-7. 
On  the  other  hand,  if  the  decedent’s 
reversionary  interest  was  contingent  on 
the  death  of  his  wife  without  issue  sur¬ 
viving  and  if  it  cannot  be  shown  that  his 
wife  is  incapable  of  having  issue  (so  that 
his  interest  is  not  subject  to  valuation 
according  to  the  actuarisd  rules  in 
S  20.2031-7) .  his  interest  is  valued  ac¬ 
cording  to  the  general  rules  set  forth  in 
'S  20.2031-1:  A  possibility  that  the  de¬ 
cedent  may  be  able  to  dispose  of  property 
under  certain  conditions  is  considered  to 
have  the  same  value  as  a  right  of  the 
decedent  to  the, return  of  the  property 
under  those  same  conditions. 

(4)  In  order  to  determine  whether  or 
not  the  decedent  retained  a  reversionary 
interest  in  transferred  property  of  a 
value  in  excess  of  5  percent,  the  value  of 
the  reversionary  interest  is  compared 
with  the  value  of  the  transferred  prop¬ 
erty,  including  interests  therein  which  ' 
are  not  dependent  upon  survivoiship  of 
the  decedent.  For  example,  assmne  that 
the  decedent.  A,  transferred  property  in 
trust  with  the  income  payable  to  B  for 
life  and  with  the  reminder  payable  to  C 
if  A  predeceases  B,  but  with  the  property 
to  revert  to  A  it  B  predeceases  A.'  As¬ 
sume  further  that  A  does,  in  fact,  prede¬ 
cease  B.  The  value  of  A’s  reversionary 
interest  immediately  before  his  death  is 
compared  with  the  value  of  the  trust 
corpus,  without  deduction  of  the  value  of 
B’s  outstanding  life  estate.  If,  in  the 
above  example,  A  had  retained  a  rever¬ 
sionary  interest  in  one-half  only  of  the 
trust  corpus,  the  value  of  his  reversion¬ 
ary  interest  would  be  compared  with  the 
value  of  one-half  of  the  trust  corpus, 
again  without  deduction  of  any  part  of 
the  value  of  B’s  outstanding  Me  estate. 

(d)  Transfers  partly  taking  effect  at 
death.  If  separate  interests  in  property 
are  transferred  to  one  or  more  bene¬ 
ficiaries,  paragraphs  (a)  to  (c)  of  this 
section  are  to  be  separately  applied  with 
respect  to  each  interest.  For  example, 
assume  that  the  decedent  transferred  an 
interest  in  Blackacre  to  A  which  could 
be  possessed  or  enjoyed  only  by  surviv¬ 
ing  the  decedent,  and  that  the  decedent 
transferred  an  interest  in  Blackacre  to 
B  which  could  be  possessed  or  enjoyed 
only  on  the  occurrence  of  some  event  im- 
related  to  the  decedent’s  death.  Assume 
further  that  the  decedent  retained  a 
reversionary  interest  in  Blackacre  of  a 
value  in  excess  of  5  percent.  Only  the 
value  of  the  interest  transferred  to  A  is 
includible  in  the  decedent’s  gross  estate. 
Similar  results  would- obtain  if  posses¬ 
sion  or  enjojunent  of  the  entire  property 
could  have  been  obtained  only  by  surviv¬ 
ing  the  decedent,  but  the  decedent  had 
retained  a  reversionary  interest  in  a  part 
only  of  such  property. 

(e)  Examples.  The  provisions  of  para¬ 
graphs  (a)  to  (d)  of  this  section  may  be 
further  illustrated  by  the  following  ex- 
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which  would  have  been  excluded 
power  if  the  decedent  had  lived,  and  for  sudi 
purpose,  if  the  notice  has  not  been  given  or 
the  power  has  not  been  exercised  on  or  befow 


the  date  of  his  death,  such  notice  shall  be 
considered  to  have  been  given,  or  the  power 
exercised,  on  the  date  of  his  death. 


as 


fjfgidoyt  ^ uftc  24 f  1958 

1 20  2038^1  Revocable  transfers^i&y 
tJ  0^0^  A  decedent’s  gross  estate 
Includes  under  section  2038  the  value  of 
Siv  interest  in  property  transferred  by 
the  decedent,  whether  in  trust  or  other- 
Sse  if  the  e^oyment  of  the  interest  was 
subiwt  at  the  date  of  the  decedent’s 
death  to  any  change  through  the  exer- 
S  of  a  power  by  the  decedent  to  alter, 
amend,  revoke,  or  terminate,  or  if  the 
d^ent  relinquished  such  a  power  in 
JJnt^plation  of  death.  However,  sec¬ 
tion  2038  does  not  apply — 

(1)  To  the  extent  that  the  transfer 
^  fo/  an  adequate  and  firil  consider¬ 
ation  in  money  or  money’s  worth  (see 
8  20.2043-1); 

(2)  If  the  decedent’s  power  could  be 
exercised  only  with  the  consent  of  all 
parties  having  an  interest  (vested  or  con¬ 
tingent)  in  the  transferred  property, 
and  if  the  power  adds  nothing  to  the 
rights  of  the  parties  under  local  law;  or 

(3)  To  a  power  held  solely  by  a  per- 
lon  other  than  the  decedent.  But,  for 
example,  if  the  decedent  had  the  unre- 

/  stricted  power  to  remove  or  discharge  a 
trustee  at  any  time  and  appoint  himself 
trustee,  the  decedent  is  considered  as 
having  the  powers  of  the  trustee.  How¬ 
ever,  this  result  would  not  follow  if  he 
only  had  the  power  to  appoint  himself 
trustee  under  limited  conditions  which 
did  not  exist  at  the  time  of  his  death. 
(See  last  two  sentences  of  paragraph  (b) 
of  this  section.) 

Except  as  provided  in  this  paragraph,  it 
is  immaterial  in  what  capacity  the  power 
was  exercisable  by  the  decedent  or  by 
another  person  or  persons  in  conjunction 
with  the  decedent;  whether  the  power 
was  exercisable  alone  or  only  in  conjunc- 
1Uon  with  another  person  or  persons, 
whether  or  not  having  an  adverse  inter¬ 
est  (unless  thb  transfer  was  made  before 
June  2,  1924;  see  paragraph  (d)  of  this 
section) ;  and  at  what  time  or  from  what 
source  the  decedent  acquired  his  power 
(unless  the  transfer  was  made  before 
June  23.  1936;  see  paragraph  (c)  of  this 
section).  Section  2038  is  applicable  to 
any  power  affecting  the  time  or  manner 
,  of  e^oyment  of  property  or  its  income, 
even  though  the  identity  of  the  benefici¬ 
ary  is  not  affected.  For  example,  section 
2038  is  applicable  to  a  power  reserved  by 
the  grantor  of  a  trust  to  accumulate 
income  or  distribute  it  to  A,  and  to  dis¬ 
tribute  corpus  to  A,  even  though  the  re¬ 
mainder  is  vested  in  A  or  his  estate,  and 
no  other  person  has  any  beneficial  inter¬ 
est  in  the  trust.  However,  only'the  value 
of  an  interest  in  property  subject  to  a 
power  to  which  section  2038  applies  is 
included  in  the  decedent’s  gross  estate 
under  section  2038. 

(b)  Date  of  existence  of  power.  A 
power  to  alter,  amend,  revoke,  -or  ter¬ 
minate  will  be  considered  to  have  existed 
at  the  date  of  the  decedent’s  death  even 
though  the  exercise  of  the  power  was 
subj^t  to  a  precedent  giving  of  notice  or 
even  though  the  alteration,  amendment, 
revocation,  or  termination  would  have 
taken  effect  only  on  the  expiration  of  a 
stated  period  after  the  exercise  of  the 
power,  whether  or  not  on  or  before  the 
date  of  the  decedent’s  death  notice  had 
i>een  given  or  the  power  had  been  exer¬ 
cised.  In  determining  the  value  of  the 
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gross  estate  in  such  cases,  the  full  value 
of  the  property  transferred  subject  to  the 
power  is  discoimted  for  the  period  re¬ 
quired  to  elapse  between  the  date  of  the 
decedent’s  death  and  the  date  upon 
which  the  alteration,  amendment,  revo¬ 
cation,  or  termination  could  take  effect. 
I;i  this  connection,  see  especially 
§  20.2031-7.  However,  section  2038  is  not 
applicable  to  a  power  the  exercise  of 
which  was  subject  to  a  contingency  be¬ 
yond  the  decedent’s  control  which  did 
not  occur  before  his  death  (e.  g.,  the 
death  of  another  pers<^n  during  the  de¬ 
cedent’s  life) .  See,  however,  section  2036 
(a)  (2)  for  the  inclusion  of  property  in 
the  decedent’s  gross  estate  on  account  of 
such  a  power. 

(c)  Transfers  made  before  June  23, 
1936.  Notwithstanding  anything  to  the 
contrary  in  paragraphs  (a)  and  (b)  of 
this  section,  the  value  of  an  interest  in 
property  transferred  by  a  decedent  be¬ 
fore  Jime  23,  1936,  is  not  included  in  his 
gross  estate  under  section  2038  unless  the 
power  to  alter,  amend,  revoke,  or  ter¬ 
minate  was  reserved  at  the  time  of  the 
transfer.  For  purposes  of  this  paragraph, 
the  phrase  ‘’reserved  at  the  time  of  the 
transfer”  has  reference  to  a  power  (aris¬ 
ing  either  by  the  express  terms  of  the 
instrument  of  transfer  or  by  operation  of 
law)  to  which  the  transfer  was  subject 
when  made  and  which  continued  to  the 
date  of  the  decedent’s  death  (see  para¬ 
graph  (b)  of  this  section)  to  be  exercis¬ 
able  by  the  decedent  alone  or^  by  the  de¬ 
cedent  in  conjunction  with  any  other 
person  or  persons.  The  phrase  also  has 
reference  to  any  understanding,  express 
or  implied,  had  in  connection  with  the 
making  of  the  transfer  that  the.  power 
would  later  be  created  or  conferred. 

(d)  Transfers  made  before  June  2, 
1924.  Notwithstanding  anything  to  the 
contrary  in  paragraphs  (a)  to  (c)  of_this 
section,  if  an  interest  in  property  was 
transferred  by  a  decedent  before  the 
enactment  of  the  Revenue  Act  of  1924 
(June  2,  1924,  4:01  p.  m.,  eastern  st^d- 
ard  time) ,  and  if  a  power  reserved  by  the 
decedent  to  alter,  amend,  revoke,  or 
terminate  was  exercisable' by  the  dece¬ 
dent  only  in  conjunction  with  a  person 
having  a  substantial  adverse  interest  in 
the  transferred  property,  or  in  conjunc¬ 
tion  with  several  persons  some  or  all  of. 
whom  held  such  an  adverse  interest, 
there  is  included  in  the  decedent’s  gross 
estate  only  the  value  of  any  interest  or 
interests  held  by  a  person  or  persons  not 
required  to  join  in  the  exercise  of  the 
power  plus  the  value  of  any  insubstantial 
adverse  interest  or  interests  of  a  person 
or  persons  required  to  join  in  the  exer¬ 
cise  of  thd  power. 

(e)  Powers  relinquished  in  contempla¬ 
tion  of  death — (1)  In  general.  If  a 
power  to  alter,  amend,  revoke,  or  termi¬ 
nate  would  have  resulted  in  the  inclusion 
of  an  interest  in  property  in  a  decedent’s 
gross  estate  imder  section  2038  if  it  had 
been  held  until  the  decedem’s  death,  the 
relinquishment  of  the  power  in  contem¬ 
plation  of  the  decedent’s  death  within  3 

-  years  before  his  death  results  in  the  in¬ 
clusion  of  the  same  interest  in  property 
in  the  decedent’s  gross  estate,  except  to 
the  extent  that  the  power  was  relin¬ 
quished  for  an  adequate  and  full  con- 
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sideration  in  money  or  money’s  worth 
(see  S  20.2043-1).  For  the  meaning  of 
the  phrase  “in  contemplation  of  death”, 
see  paragraph  (c)  of  §  20.2035-1. 

(2)  Transfers  before  June  23,  1936. 

In  the  case  of  a  transfer  made  before 
June  23,  1936,  section  2038  applies  only 
to  a  relinquishment  made  by  the  dece¬ 
dent.  However,  in  the  case  of  a  transfer 
made  after  June  22,  1936,  section,2038 
also  applies  \o  a  relinquishment  made  by 
a  person  or  persons  holding  the  power  in 
conjunction  with  the  decedent,  if  the 
relinquishment  was  made  in  contempla¬ 
tion  of  the  decedent’s  death  and  had  the 
effect  of  extinguishing  the  power. 

§  20.2039  Statutory  provisions; 
annuities, 

Bsc.  2039.  Annuities — (a)  General.  The 
gross  estate  shaU  include  the  value  of  an 
annuity  or.  other  payment  receivable  by- any 
beneficiary  by  reason  at  siirviving  the  dece¬ 
dent  under  any  iorm^of  contract  or  agree¬ 
ment  entered  into  after  March  3, 1931  (otheir 
than  as  Insurance  under  policies  on  the  life 
of  the  decedent) .  if,  under  such  contract  or 
agreement,  an  anniiity  or  other  payment  was 
payable  to  the  decedent,  or  the  decedent 
possessed  the  right  to  receive  such  annuity 
"'or  payment,  either  alone  or  in  conjunction 
with  another  for  his  life  or  for  any  period  noir 
ascertainable  without  reference  to  his  death 
or  for  any  period  which  docA  not  in  fact  end 
before  his  deatM. 

(b)  Amount  includible.  Subsection  (a) 
shall  apply  to  only  such  part  of  the  value 
of  the  annuity  or  other  payment  receivable 
imder  such  contract  or  agreement  as  is 
proportionate  to  that  part  of  the  purchase 
price  therefor  contributed  by  the  decedent. 
For  purposes  of  this  section,  any  contribu¬ 
tion  by  the  decedent’s  employer  or  former 
employer  to  the  purchase  price  of  such  con¬ 
tract  or  agreement  (whether  or  not  to  an 
employee’s  trust  or  fund  forming  part  of  a 
pension,  annuity,  retirement,  bonus  or  profit 
sharing  plan)  shall  be  considered  to  be  con¬ 
tributed  by  the  decedent  if  made  by  reason 
of  his  employment. 

(c)  Exemption  of  annuities  undet  eertairi 
trusts  and  plans.  Notwithstanding  !the  pro¬ 
visions  of  this  section  or  of  any  provision 
of  law,  there  shall  be  excluded  from  the 
gross  estate  the  value  of  an  annuity  or  other 
payment  receivable  by  any  beneficiary  (other 
than  the  executor)  under — 

(1)  An  employees’  trust  (or  xmder  a  con- ' 
tract  purchased  by  an  employees’  titist) 
forming  part  of  a  pension,  stock  bonus,  or 
profit-sharing  plan  which,  at  the  time  of 
the  decedent’s  separation  from  employment 
(whether  by  death  or  otherwise),  or  at  the 
time  of  termination  of  the  plan  if  earlier, 
met  the  requirements  of  section  4dl  (a) ;  or 

(2)  A  retirement  annuity  contract  pur¬ 
chased  by  an  employer  (and  not  by  an  em¬ 
ployees’  trust)  pursuant  to  a  plan  which, 
at  the  time  of  decedent’s  separation  from 
emplo3rment  (by  death  or  otherwise),  or  at 
the  time  of  termination  of  the  plan  if  earlier, 
met  the  requirements  of  section  401  '(a)  (3) . 

If  such  amounts  payable  after  the  death  of 
the  decedent  under  a  plan  described  in  para¬ 
graph  (1)  or  (2)  are  attributable  to  any 
extent  to  payments  or  contributions  made 
by  the  decedent,  no  exclusion  shall  be  al¬ 
lowed  for  that  part  of  the  value  of  such 
amounts  in  the  proportion  that  the  total 
payments  or  contributions  made  by  the 
decedent  bears  to  the  total  payments  or  con¬ 
tributions  made.  For  pvirposes  of  this  sub- 
'  section,  contributions  or  payments  made  by 
the  decedent’s  employer  or  former  employer 
imder  a  trust  or  plan  described  in  this  sub¬ 
section  shall  not  be  considered  to  be  con¬ 
tributed  by  the  decedent#  This  subsection 
shall  apply  to  all  decedents  dying  after  De¬ 
cember  31, 1953. 
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S  20.203^1  Anntdiies — (a)  In  oen~ 
eral.  A  decedent’s  gross  estate  includes 
under  section  2039  (a)  and  (b)  the  value 
of  an  annuity  or  other  payment  receiv¬ 
able  by  any  beneficiaiy  by  reason  of  sur¬ 
viving  the  decedent  under  certain  agree¬ 
ments  or  plans  to  the  extent  that  the 
value  of  the  annuity  or  other  payment  is 
attributable  to  contributions  made  by 
the  decedent  or  his  employer.  Section 
2039  (a)  and  (b) .  however,  has  na  ap¬ 
plication  to  an  amount  which  constitutes 
the  proceeds  of  insurance  under  a  policy 
on  the  decedent’s  life.  Paragraph  (b) 
of  this  section  describes  the  agreements 
or  plans  to  which  section  2039  (a)  and 
(b)  applies;  paragraph  (c)  of  this  sec¬ 
tion  provides  rules  for  determining  the 
amount  includible  in  the  decedent’s  gross 
estate;  and  paragraph  (d)  of  this  sec¬ 
tion  distinguishes  proceeds  of  life  insur¬ 
ance.  The  fact  that  an  annuity  or  other 
payment  is  not  includible  in  a  decedent’s 
gross  estate  under  section  2039  (a)  and 
(b)  does  not  mean  that  it  is  not  includi¬ 
ble  imder  some  other  section  of  part  m 
of  subchapter  A  of  chapter  11.  However, 
see  section  2039  (c)  and  §  20.2039-2  for 
rules  relating  to  the  exclusion  from  a 
decedent’s  gross  estate  of  annuities  and 
other  pasunents  under  certain  “qualified 
plans”. 

(b)  Agreements  or  plans  to  which  sec¬ 
tion  2039  (a)  and  (b)  applies.  (1)  Sec¬ 
tion  2039  (a)  and  (b)  applies  to  the  value 
of  an  annuity  or  other  payment  receiv¬ 
able  by  any  beneficiary  imder  any  form 
of  contract  or  agreement  entered  into 
after  March  3,  1931,  under  which — 

(i)  An  annuity  or  other  pasrment  was 
payable  to  the  decedent,  either  alone  or 
In  eonjimction  with  another  person  or 
persons,  for  his  life  or  for  any  period  not 
ascertainable  without  reference  to  his 
death  or  for  any  period  which  does  not 
in  fact  end  before  his  death,  or 

(ii)  The  decedent  posses^,  for  his 
life  or  for  any  period  not  ascertainable 
without  reference  to  his  death  or  for  any 
period  which  does  not  in  fact  end  before 
his  death,  the  right  to  receive  such  an 
annuity  or  other  pasmient,  either  alone 
or  in  conjunction  with  another  person 
or  persons. 

The  term  “annuity  or  other  payment”  as 
used  with  respect  to  both  the  decedent 
and  the  beneficiary  has  reference  to  one 
or  more  payments  extending  over  any 
period  of  time.  The  payments, may  be 
equal  or  unequal,  ccmditional  or  uncon¬ 
ditional,  periodic  or  sporadic.  .The  term 
“contract  or  agreement”  includes  any 
arrangement,  understanding  or  plan,  or 
any  combination  of  arrangements,  un¬ 
derstandings  or  plans  arising  by  reason 
of  the  decedent’s  employment.  An  an¬ 
nuity  or  other  payment  “was  payable” 
to  the  decedent  if,  at  the  time  of  his 
death,  the  decedent  was  in  fact  receiving 
an  annuity  or  other  payment,  whether  or 
not  he  had  an  enforceable  right  to  have 
pasmients  continued.  The  decedent 
“possessed  the  right  to  receive”  an  an¬ 
nuity  or  other  payment  if,  immediately 
before  his  death,  the  decedent  had  an 
enforceable  right  to  receive  payments  at 
some  time  in  the  future,  whether  or  not, 
at  the  time  of  his  death,  he  had  a  present 
right  to  receive  pa3mients.  In  connection 
with  the  preceding  sentence,  the  dece¬ 


dent  will  be  regarded  as  having  had  “an 
enforceable  right  to  receive  payments  at 
some  time  in  the  future”  so  long  as  he 
had  complied  with  his  obligations  under 
the  contract  or  agreement  up  to  the  time 
of  his  death.  For  the  meaning  of  the 
phrase  “for  his  life  or  for  any  period  not 
ascertainable  without  reference  to  his 
death  or  for  any  period  which  does  not 
in  fact  end  before  his  death”,  see  section 
2036  and  §  20.2036-1. 

(2)  The  application  of  this  paragraph 
is  illustrated  and  more  fully  explained 
in  the  following  examples.  In  each  ex¬ 
ample:  (i)  It  is  assumed  that  all  transac¬ 
tions  occurred  after  March  3,  1931,  and 
(ii)  the  amount  stated  to  be  includible 
in  the  decedent’s  gross  estate  is  deter¬ 
mined  in  accordance  with  the  provisions 
of  paragraph  (c)  of  this  section. 

Example  (I).  The  decedent  purchased  an 
annuity  contract  under  the  terms  of  which 
the  issuing  company  agreed  to  pay  an  an¬ 
nuity  to  the  decedent  for  his  life  and,  upon 
his  death,  to  pay  a  specified  lump  s\un  to  his 
designated  beneficiary.  The  decedent  was 
drawing  his  annuity  at  the  time  of  his  death. 
The  amount  of  the  lump  sum  payment  to  the 
beneficiary  is  Includible  in  the  decedent’s 
gross  estate  under  section  2039  (a)  and  (b). 

Example  (2).  Pursuant  to  a  retirement 
plan,  the  employer  made  contributions  to  a 
fxind  which  was  to  provide  the  employee, 
upon  his  retirement  at  age  60,  with  an  an¬ 
nuity  for  life,  and  which  was  to  provide  the 
employee’s  wife,  upon  his  death  after  retire¬ 
ment,  with  a  sinillar  annuity  for  life.  ’The 
benefits  under  the  plan  were  completely  for¬ 
feitable  during  the  employee’s  life,  but  upon 
bis  death  after  retirement,  the  benefits  to 
the  wife  were  forfeitable  only  upon  her  re¬ 
marriage.  ’The  employee  had  no  right  to 
originally  designate  or  to  ever  change  the 
employer’s  designation  of  the  surviving  bene¬ 
ficiary.  -The  retirement  plan  at  no  time  met 
the  requirements  of  section  401  (a)  (relating 
to  qxialified  plans).  Assume  that  the  em¬ 
ployee  died  at  age  61  after  the  employer 
started  payment  of  his  annuity  as  described 
above.  The  value  of  the  wife’s  annuity  is 
includible  in  the  decedent’s  gross  estate  un¬ 
der  section  2039  (a)  and  (b).  Includibility 
In  this  case  is  based  on  the  fact  that  the  an- 
nulty-to  the  decedent  "was  payable’’  at  the 
time  of  his  death.  The  fact  that  the  de¬ 
cedent’s  annuity  was  forfeitable  is  of  no 
consequence  since,  at  the  time  of  his  death, 
he  was  in  fact  receiving  payments  under  the 
plan.  Nor  is  it  important  that  the  decedent 
had  no  right  to  choose  the  surviving  bene¬ 
ficiary.  The  element  of  forfeitability  in  the 
wife’s  annuity  may  be  taken  into  account 
only  with  respect  to  the  valuation  of  the 
annuity  in  the  decedent’s  gross  estate. 

Example  (3).  Pursuant  to' a  retirement 
plan,  the  employer  made  contributions  to  a 
fund  which  was  to  provide  the  employee, 
upon  his  retirement  at  age  60,  with  an  an¬ 
nuity  of  $100  per  month  for  life,  and  which 
was  to  provide  his  designated  benefiiciary, 
upon  the  employee’s  death  after  retirement, 
with  a  similar  annuity  for  life.  The  plan 
also  provided  that  (a)  upon  the  employee’s 
separation  from  service  before  retirement,  he 
would  have  a  nonforfeitable  right  to  receive 
a  reduced  annuity  starting  at  age  60,  and  (b) 
upon  the  employee’s  death  before  retire¬ 
ment,  a  lump  sum  payment  representing  the 
amount  of  the  employer’s  contributions 
credited  to  the  employee’s  account  would 
be  paid  to  the  designated  benefiiciary.  The 
plan  at  no  time  met  the  requirements  of 
section  401  (a)  (relating  to  qualified  plans). 
Assume  that  the  employee  died  at  age  49  and 
that  the  designated  beneficiary  was  paid  the 
specified  lump  sum  payment.  Such  amount 
Is  Includible  in  the  decedent’s  gross  estate 
under  section  2039  (a)  and  (b).  Since, 


Immediately  before  his  death,  the  employe, 
had  an  enforceable  right  to  receive  an  an^ 
ity  commeq.clng  at  age  60,  he  Is  conslthr*! 
to  have  “possessed  the  right  to  recelvsTto 
annuity  as  that  term  is  used  in  section  20ag 
(a) .  If,  In  this  example,  the  employee  wouM 
not  be  entitled  to  any  benefits  in  the  event 
of  his  separation  from  service  before  retire, 
ment  for  any  reason  other  than  death,  the 
result  would  be  the  same  so  long  as  the  de. 
cedent  had  complied  with  his  obligatioi)| 
under  the  contract  up  to  the  timA  of 
death.  In  such  case,  he  is  considered  to 
have  had.  Immediately  before  his  death,  an 
enforceable  right  to  receive  an  annuity  com* 
mencing  at  age  60. 

Example  (4).  Pmsuant  to  a  retirement 
plan,  the  employer  made  contributions  to  a 
fund  which  was  to  provide  the  employe*, 
upon  his  retirement  at  age  60.  with  an 
annuity  for  life,  and  which  was  to  provU* 
his  designated  beneficiary,  upon  the  «n. 
ployee’s  death  after  retirement,  with  a  shnl. 
lar  annuity  for  life.  The  plan  provided,  hov. 
ever,  that  no  benefits  were  payable  In  tbe 
event  of  the  employee’s  death  before  retire* 
ment.  The  retirement  plan  at  no  ttmn 
the  requirements  of  section  401  (a)  (relatteg 
to  qualified  plans).  Assume  that  the  em* 
ployee  died  at  age  59  but  that  the  employer 
nevertheless  started  payment  of  an  annuity 
in  a  slightly  reduced  amount  to  the  dadg. 
nated  beneficiary.  The  value  of  the  annuity 
Is  not  Includible  in  the  decedent’s  gross  estate 
under  section  2039  (a)  and  (b).  Since  the 
employee  died  before  reaching  the  retirement 
age,  the  employer  was  under  no  obligation 
to  pay  the  annuity  to  the  employee’s  dcaig* 
nated  beneficiary.  Therefore,  the  annuity 
was  not  paid  under  a  "contract  or  agree¬ 
ment"  as  that  term  is  used  in  section  2038 
(a).  If,  however,  it  can  be  established  that 
the  employer  has  consistently  paid  an  annu¬ 
ity  under  such  circumstances,  the  annui^ 
will  be  considered  as  having  been  paid  undv 
a  "contract  or  agreement”. 

Example  (5).  ’The  employer  made  con¬ 
tributions  to  a  retirement  fund  which  were 
credited  to  the  employee’s  individual  ac¬ 
count.  Under  the  plan,  the  employee  wu 
to  receive  one-half  the  amount  credited  to 
his  account  upon  his  retirement  at  age  60, 
and  his  designated  beneficiary  was  to  receive 
the  other  one-half  upon  the  employee’s 
death  after  retirement.  If  the  employee 
should  die  before  reaching  the  retlrem^ 
age,  the  entire  amount  credited  to  his  ac¬ 
count  at  such  time  was  to  be  paid  to  the 
designated  beneficiary.  The  retirement  plan 
at  no  time  met  the  requirements  of  sectioo 
401  (a)  (relating  to  qualified  plans).  As¬ 
sume  that  the  employee  received  one-half 
the  amount  credited  to  his  account  upon 
reaching  the  retirement  age  and  that  he 
died  shortly  thereafter.  Since  the  employee 
received  all  that  he  was  entitled  to  receive 
under  the  plan  before  his  death,  no  amount 
was  payable  to  him  for  his  life  or  for  any 
period  not  ascertainable  without  reference 
to  his  death,  or  for  any  period  which  did  not 
in  fact  end  before  his  death.  Thus,  tbs 
amount  of  the  payinent  to  the  designateti 
beneficiary  is  not  includible  in  the  dece¬ 
dent’s  gross  estate  under  section  2039  (a) 
and  (b).  If,  in  this  example,  the  employee 
died  before  reaching  the  retirement  age,  the  | 
amount  of  the  payment  to  the  designated  i 
beneficiary  would  be  includible  in  the  dec*-  j 
dent’s  gross  estate  under  section  2039  (a) 
and  (b).  In  this  latter  case,  the  decedent 
possessed  the  right  to  receive  a  lump  sxun 
payment  for  a  period  which  did  not  in  fid 
end  before  his  death.  '  i 

Example  (6).  The  employer  made  contri¬ 
butions  to  two  different  funds  set  up  under 
two  different  plans.  One  plan  was  to  provide 
the  employee,  upon  his  retirement  at  age  60, 
with  an  annuity  for  life,  and  the  other  plan 
was  to  provide  the  employee’s  designated 
beneficiary,  upon  the  employee’s  death,  with 
a  similar  annuity  for  life.  Each  plan  was 
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■  .  Mjglied  at  a  different  time  and  each 
administered  separately  in  every 
Neither  plan  at  any  time  met  the 
iSl^ments  of  section  401  (a)  (relating 
tnoi^fled  plans).  The  value  of  the  deslg- 
T^ted  beneficiary’s  annuity  is  includible  In 
toe^ploy®*’®  ^ross  estate.  All  rights  and 
benefits  accruing  to  an  employee  and  to 
^ers  by  reason  of  the  employment  (except 
^hts  and  benefits  accruing  under  certain 
meeting  the  requirements  of  section 
Ml  (a)  (see  §  20.2039-2) )  are  considered 
toMtber  in  determining  whether  or  not  sec- 
^  2039  (a)  and  (b)  applies.  The  scope 
of  section  2039  (a)  and  (b)  cannot  be  limited 
l)y  indirection. 


(c)  Amount  includible  in  the  gross 
estede.  The  amount  to  be  included  in  a 
dec^ent's  gross  estate  under  section 
2039  (a)  (b)  is  an  amount  which 

jjears  the  same  ratio  to  the  value  at  the 
decedent’s  death  of  the  annuity  or  other 
payment  receivable  by  the  beneficiary  as 
the  contribution  made  by  the  decedent, 
or  made  by  his  employer  (or  former  em¬ 
ployer)  for  any  reason  connected  with 
his  employment,  to  the  cost  of  the  con¬ 
tract  or  agreement  bears  to  its  total  cost. 
In  applying  this  ratio,  the  value  at  the 
decedent’s  death  of  the  annuity  or  other 
payment  is  determined  in  accordance 
with  the  rules  set  forth  in  §§  20.2031-1, 
20.2031-7,  20.2031-8,  and  20.2031-9.  The 
application  of  this  paragraph  may  be 
Illusta'ated  by  the  following  examples: 


Example  (1):  On  January  1,  1945,  the 
decedent  and  his  wife  each  contributed 
$15,000  to  the  piuchase  price  of  an  annuity 
contract  under  the  terms  of  which  the  issuing 
company  agreed  to  pay  an  annuity  to -the 
decedent  and  his  wife  for  their  Joint  lives 
and  to  continue  the  annuity  to  the  survivor 
tot  his  life.  Assume  that  the  value  of  the 
survivor’s  annuity  at  the  decedent’s  death 
(computed'  under  $  20.2031-8)  is  $20,000. 
Since  the  decedent  contributed  one-half  of 
the  cost  of  the  contract,  the  amount  to  be 
Included  in  his  gross  estate  under  section 
2039  (a)  and  (b)  is  $10,000. 

Example  (2).  Under  the  terms  of  an  em¬ 
ployment  contract  entered  into  on  January 
1, 1945,  the  employer  and  the  employee  made 
ecmtrlbutions  to  a  fund  which  was  to  provide 
the  employee,  upon  his  retirement  at  age 
00,  with  an  annuity  for  life,  and  which  was 
to  provide  his  designated  beneficiary,  upon 
the  employee’s  death  after  retirement,  with 
a  similar  annuity  for  life.  The  retirement 
fund  at  no  time  formed  part  of  a  plan  meet¬ 
ing  the  requirements  of  section  401  (a) 
(relating  to  qualified  plans).  Assume  that 
fte  employer  and  the  employee  each  con¬ 
tributed  $5,000  to  the  retirement  fund.  As¬ 
sume,  further,  that  the  employee  died  after 
retirement  at  which  time  the  value  of  the 
survivor’s  annuity  was  $8,000.  Since  the 
employer’s  contributions  were  made  by  rea¬ 
son  at  the  decedent’s  employment,  the 
amount  to  be  Included  in  his  g^ross  estate 
wider  section  2039  (a)  and  (b)  is  the  entire 
•8,000.  If,  in  the  above  example,  only  the 
employer  made  contributions  to  the  fund, 
the  amount  to  be  Included  in  the  gross  estate 
would  still  be  $8,000. 


(d)  Insurance  under  policies  on  the 
bfe  of  the  decedent.  If  an  annuity  or 
other  payment  receivable  by  a  benefi¬ 
ciary  under  a  contract  or  agreement  is 
in  substance  the  proceeds  of  insurance 
under  a  policy  on  the  life  of  the  decedent, 
section  2039  (a)  and  (b)  does  not  apply. 
For  the  extent  to  which  such  an  annuity 
OT  other  payment  is  includible  in  a  de¬ 
cedent’s  gross  estate,  see  section  2042 
and  S  20.2042-1.  A  combination  annuity 
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contract  and  life  insurance  policy  on 
the  decedent’s  life  (e.  g.,  a  "retirement 
income”  policy  with  death  benefits) 
whidh  matured  during  the  decedent’s 
lifetime  so  that  there  was  no  longer  an 
Insurance  element  under  the  contract  at 
the  time  of  the  decedent’s  death  is  sub¬ 
ject  to  the  provisions  of  section  2039  (a) 
and  (b).  On  the  other  hand,  the  treat¬ 
ment  of  a  combination  annuity  contract 
and  life  insurance  policy  on  the  dece¬ 
dent’s  life  which  did  not  mature  during 
the  decedent’s  lifetime  depends  upon  the 
nature  of  the  contract  at  the  time  of  the 
decedent’s  death.  'The  nature  of  the  con¬ 
tract  is  generally  determined  by  the  re¬ 
lation  of  the  reserve  value  of  the  policy 
to  the  value  of  the  death  benefit  at  the 
time  of  the  decedent’s  death.  If  the  de¬ 
cedent  dies  before  the  reserve  value 
equals  the  death  benefit,  there  is  still  an 
insurance  element  under  the  contract. 
The  contract  is  therefore  considered,  for 
estate  tax  purposes,  to  be  an  insurance 
policy  subject  to  the  provisions  of  section 
2042.  However,  if  the  decedent  dies  after 
the  reserve  value  equals  the  death  bene¬ 
fit,  there  is  no  longer  an  insurance  ele¬ 
ment  under  the  contract.  The  contract 
is  therefore  considered  to  be  a  contract 
for  an  annuity  or  other  payment  subject 
to  the  provisions  of  section  2039  (a)  and 
(b)  or  some  other  section  of  part  m  of 
subchapter  A  of  chapter  11.  Notwith¬ 
standing  the  relation  of  the  reserve  value 
to  the  value  of  the  death  benefit,  a  con¬ 
tract  under  which  the  death  benefit 
could  never  exceed  the  total  premiums 
paid,  plus  interest,  contains  no  insur¬ 
ance  element. 

Example.  Pursuant  to  a  retirement  plan 
establisned  January  1,  1945,  tbe  employer 
purchased  a  contract  from  an  insurance 
company  which  was  to  provide  the  employee, 
upon  his  retirment  at  age  65,  with  an  annu¬ 
ity  of  $100  per  month  for  life,  and  which  was 
to  provide  his  designated  beneficiary,  upon 
the  employee’s  death  after  retirement,  with  a 
similar  annuity  for  life.  The  contract  fur¬ 
ther  provided  that  if  the  employee  should 
die  before  reaching  the  retirement  age,  a 
lump  sum  payment  of  $20,000  would  be  paid 
to  his  designated  beneficiary  in  lieu  of  the 
annuity  described  above.  The  plan  at  no 
time  met  the  requirements  of  section  401  (a) 
(relating  to  qualified  plans).  Assume  that 
the  reserve  value  of  the  contract  at  the  re¬ 
tirement  age  would  be  $20,000.  If  the  em¬ 
ployee  died  after  reaching  the  retirement  age, 
the  death  benefit  to  the  designated  bene¬ 
ficiary  would  constitute  an  annuity,  the 
value  of  which  would  be  includible  in  the 
employee’s  gross  estate  under  section  2039 
(a)  and  (b).  If,  on  the  other  hand,  the 
employee  died  before  reaching  his  retirement 
age,  the  death  benefit  to  the  designated 
beneficiary  would  constitute  insurance  under 
a  policy  on  the  life  of  the  decedent  since  the 
reserve  value  would  be  less  than  the  death 
benefit.  Accordingly,  its  Includiblllty  would 
depend  upon  section  2042  and  §  20.2042-1. 


§  20.2039-2  Annuities  under  ’^qualified, 
plans" — (a)  In  general.  Section  2039 
(c)  excludes  from  a  decedent’s  gross 
estate  the  value  of  an  annuity  or  other 
payment  receivable  under  certain  “quali¬ 
fied  plans”  to  the  extent  provided  in 
paragraph  (c)  of  this  section.  Section 
2039  (c)  applies  to  estates  of  all  persons 
dying  after  December  31, 1953. 

(b)  Plans  to  which  section  2039  (c) 
applies.  Section  2039  (c)  excludes  from 
a  decedent’s  gross  estate,  to  the  extent 


provided  in  paragraph  (c)  of  this  sec¬ 
tion,  the  value  of  an  annuity  or  other 
pajunent  receivable  by  any  beneficiary 
(except  the  value  of  an  annuity  or  other 
payment  ''receivable  by  or  for  the  benefit 
of  the  decedent’s  estate)  imder — 

(1)  An  employee’s  trust  (or  imder  a 
contract  purchased  by  an  employees’ 
trust)  forming  part  of  a  pension,  stock 
bonus,  or  profit-sharing- plan  which,  at 
the  time  of  the  decedent’s  separation 
from  employment  (whether  by  death  or 
otherwise) ,  or  at  the  time  of  the  earlier 
termination  of  the  plan,  met  the  require¬ 
ments  of  section  401  (a) ,  or 

(2)  A  retirement  annuity  contract 
purchased  by  an  employer  (and  not  by 
an  employees’  trust)  pursuant  to  a  plan 
which,  at  the  time  of  decedent’s  sepa¬ 
ration  from  emplojnnent  (by  death  or 
otherwise) ,  or  at  the  time  of  the  earlier 
termination  of  the  plan,  met  the  require¬ 
ments  of  section  401  (a)  (3)  through  (6). 

For  the  meaning  of  the  term  “annuity  or 
other  pajnnent”,  see  paragraph  (b)  of 
§  20.2039-1.  For  the  meaning  of  the 
phrase  “receivable  by  or  for  the  benefit 
of  the  decedent’s  estate”,  see  paragraph 
(b)  of  §  20.2042-1.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  examples  in  each  of  which  it 
is  assumed  that  the  amount  stated  to  be 
excludable  from  the  decedent’s  gross  es¬ 
tate  is  determined  in  accordance  with 
paragraph  (c)  of  this  section: 

Example  (1).  Pursuant  to  a  pension  plan, 
the  employer  made  contributions  to  a  trust 
which  was ,  to  provide  the  employee,  upon 
his  retirement  at  age  60,  with  an  annuity  for 
life,  and  which  was  to  provide  his  wife,  upon 
the  employee’s  death  after  retirement,  with 
a  similar  annuity  for  life.  At  the  time  of  the 
employee’s  retirement,  the  pension  trust 
formed  part  at  a  plan  meeting  the  require¬ 
ments  of  section  401  (a).  Assume  that  the 
employee  died  at  age  61  after  the  trustee 
started  pajrment  of  his  annuity  as  described 
above.  Since  the  wife’s  annuity  was  receiv¬ 
able  under  a  qualified  pension  plan,  no  part 
of  the  value  of  such  annuity  is  includitfie  in 
the  decedent’s  gross  estate  by  reason  of  the 
provisions  of  section  2039  (c).  If,  in  this 
example,  the  employer  provided  other  bene¬ 
fits  under  nonqualified  plans,  the  resiUt 
would  be  the  same  since  the  exclusion  Tinder 
section  2039  (c)  is  confined  to  the  benefits 
provided  for  under  the  qualified  plan. 

Example  (2).  Pursuant  to  a  profit-shar¬ 
ing  plan,  the  employer  made  contributions 
to  a  trust  which  were  allocated  to  the  em¬ 
ployee’s  individual  account.  Under  the  plan, 
the  employee  would,  upon  his  retirement  at 
age  60,  receive  a  distribution  of  the  entire 
amount  credited  to  his  account.  If  he 
should  die  before  reaching  the  retirement 
age,  the  amount  credited  to  his  account 
would  be  distributed  to  his  designated  bene¬ 
ficiary.  AssTime  that  the  employee  diecT  be¬ 
fore  reaching  the  retirement  age  and  that 
at  such  time  the  plan  met  the  requirements 
of  section  401  (a).  Since  the  designated 
beneficiary’s  lump  sum  pa3rment  was  receiv¬ 
able  under  a  qualified  profit-sharing  plan, 
no  part  of  such  lump  sTun  payment  is  in¬ 
cludible  in  the  decedent’s  gross  estate  by 
reason  of  the  provisions  of  section  2039  (c). 

Example  ( J) .  Pursuant  to  a  pension  plan, 
the  employer  made  contributions  to  a  trust 
which  were  Tised  by  the  trustee  to  purchase  a 
contract  ftom  an  insxnrance  company  for  the 
benefit  of  an  employee.  The  contract  was 
.  to  provide  the  employee,  upon  his  retirement 
at  age  65.  with  an  annuity  of  $100  per  month 
for  life,  and  was  to  provide  his  designated 
beneficiary,  upon  the  employee’s  death  after 
retirement,  with  a  similar  annTilty  for  life. 
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The  contract  further  provided  that  if  the 
employee  should  die  before  reaching  the  re¬ 
tirement  age,  a  ItOnp  stun  payment  equal  to 
the  greater  of  (a)  $10,000  or  (b)  the  reserve 
value  of  the  policy  would  be  paid  to  his 
designated  beneficiary  In  lieu  of  the  annuity 
described  above.  Assiune  that  the  employee 
died  before  reaching  the  retirement  age  and 
that  at  such  time  the  plan  met  the  require¬ 
ments  of  section  401  (a).  Since  the  desig¬ 
nated  beneficiary’s  lump  sum  pa3rment  was 
receivable  under  a  qualified  pension  plan,  no 
part  of  such  lump  sum  payment  is  includ¬ 
ible  in  the  decedent’s  gross  estate  by  reason 
of  the  provisions  of  section  2039  (c).  It 
should  be  noted  that  for  purposes  of  the  ex¬ 
clusion  under  section  2039  (c),  it  is  Im¬ 
material  whether  or  not  such  lump  sum  pay¬ 
ment  constitutes  the  proceeds  of  life 
Insurance  under  the  principles  set  forth  In 
paragraph  (d)  of  §  20.2039-1. 

Example  (4).  Pxirsuant  to  a  profit-sharing 
plan,  the  employer  made  contributions  to  a 
trust  which  were  allocated  to  the  employee’s 
individual  account.  Under  the  plan,  the 
employee  would,  upon  his  retirement  at  age 
60.  be  given  the  option  to  have  the  amount 
credited  to  his  account  (a)  paid  to  him  in  a 
liunp  sum,  (b)  used  to  pxirchase  a  Joint  and 
survivor  annuity  for  him  and  his  designated 
beneficiary, .or  (c)  left  with  the  trustee  under 
an  arrangement  whereby  interest  would.be 
paid  to  him  for  his  lifetime  with  the  principal 
to  be  paid,  at  his  death,  to  his  designated 
beneficiary.  The  plan  further  provided  that, 
if  the  third  method  of  settlement  were  se¬ 
lected.  the  employee  would  retain  the  right 
to  have  the  principal  paid  to  himself  in  a 
lump  sxim  up  to  the  time  of  his  death.  At 
the  time  of  the  employee’s  retirement,  the 
profit-sharing  plan  inet  the  requirements  of 
section  401  (a).  Assume  that  the  employee, 
upon  reaching  his  retirement  age,  elected  to 
have  the  amount  credited  to  his  account  left 
with  the  trustee  under  the  interest  arrange¬ 
ment.  Assxime,  further,  that  the  employee 
did  not  exercise  his  right  to  have  such 
amount  paid  to  him  before  his  death.  Under 
such  circumstances,  the  employee  is  con¬ 
sidered  as  having  constructively  received  the 
amount  credited  to  his  account  upon  his 
retirement.  Thus,  such  amount  is  not  con¬ 
sidered  as  receivable  by  the  designated  bene¬ 
ficiary  imder  the  profit-sharing  plan  and  the 
exclusion  of  section  2039  (c)  is  not  applicable. 

(c)  Amount  excludable  from  the  gross 
estate.  (1)  The  amount  to  be  excluded 
from  a  decedent’s  gross  estate  under 
section  2039  (c)  is  an  amount  which 
bears  the  same  ratio  to  the  value  at  the 
decedent’s  death  of  the  annuity  or  other 
pasonent  receivable  by  the  beneficiary  as 
the  employer’s  contribution  (or  a  con¬ 
tribution  made  on  his  behalf)  to  the  plan 
on  the  employee’s  account  bears  to  the 
total  contributions  to  the  plan  on  the 
employee’s  account.  .  In  applying  this 
ratio,  the  value  at  the  decedent’s  death 
of  the  annuity  or  other  pasonent  is  de¬ 
termined  in  accordance  with  the  rules 
set  forth  in  §§  20.2031-1,  20.2031-7, 
20.2031-8,  and  20.2031-9. 

(2)  In  certain  cases,  the  employer’s 
contribution  (or  a  contribution  made  on 
his  behalf)  to  a  plan  on  the  employee’s 
account  and  thus  the  total  contributions 
to  the  plan  on  the  employee’s  accoimt 
cannot  be  readily  ascertained.  In  order 
to  apply  the  ratio  stated  in  subpara¬ 
graph  (1)  of  this  paragraph  in  such  a 
case,  the  method  outlined  in  the  follow¬ 
ing  two  sentences  must  be  used  unless 
a  more  precise  method  is  presented.  In 
such  a  case,  the  total  contributions  to 
the  plan  on  the  employee’s  account  Is 
the  value  of  any  annuity  or  other  pay- 
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ment  payable  to  the  decedent  and  his 
survivor  computed  as  of  the  time  the 
decedent’s  rights  first  mature  (or  as  of 
the  time  the  survivor’s  rights  first 
mature  if  the  decedent’s  rights  never 
mature)  and  computed  in  accordance 
with- the  rules  set  forth  in  §§  20.2031-1, 
20.2031-7,  20.2031-8,  and  20.2031-9.  By 
subtracting  from  such  value  the  amoimt 
of  the  employee’s  contribution  to  the 
plan,  the  amoimt  of  the  employer’s  con¬ 
tribution  to  the  plan  on  the  employee’s 
account  may  be  obtained.  The  applica¬ 
tion  of  this  paragraph  may  be  illustrated 
by  the  following  example: 

Example.  Pursuant  to  a  pension'plan,  the 
employer  and  the  employee  contributed  to 
a  trust  which  was  to  provide  the  employee, 
upon  his  retirement  at  age  60,  with  an  an¬ 
nuity  for  life,  and  which  was  to  provide  his 
wife,  upon  the  employee’s  death  after 
retirement,  with  a'  similar  annuity  for  life. 
At  the  time  of  the  employee’s  retirement,  the 
pension  trust  formed  part  of  a  plan  meeting 
the  requirements  of  section  401  (a) .  Assume 
the  following:  (1)  that  the  employer’s  con¬ 
tributions  to  the  fund  were  not  credited  to 
the  accounts  of  Individual  employees;  (11) 
that  the  value  of  the  employee’s  annuity 
and  his  wife’s  annuity  computed  as  of  the 
time  of  the  decedent’s  retirement,  was 
$40,000;  (ill)  that  the  employee  contributed 
$10,000  to  the  plan;  and  (Iv)  that  the  value 
at  the  decedent’s  death  of  the  wife’s  annuity 
was  $16,000.  On  the  basis  of  these  facts,  the 
total  contributions  to  the  fund  on  the  em¬ 
ployee’s  account  are  presumed  to  be  $40,000 
and  the  employer’s  contribution  to  the  plan 
on  the  employee’s  account  is  presumed  to 
be  $30,000  ($40,000  less  $10,000).  Since  the 
wife’s  annuity  was  receivable  under  a  quali¬ 
fied  pension  plan,  that  part  of  the  value  of 
such  annuity  which  is  attributable  to  the 
/  $30,000 

employer’s  contributions  (  $40  OOO^^^^’^^* 

or  $12,000^  is  excludable  from  the  decedent’s 

gross  estate  by  reason  of  the  provisions  of 
section  2039  (c).  Compare  this  result  with 
the  results  reached  in  the  examples  set  forth 
in  paragraph*  (b)  of  this  section  in  which 
all'  contributions  to  the  plans  were  made 
by  the  employer. 

§  20.2040  Statutory  provisions;  joint 
interests. 

Sec.  2040.  Joint  interests.  The  value  of 
the  gross  estate  shall  include  the  value  of 
all  property  (except  real  property  situated 
outside  of  the  United  States)  to  the  extent 
of  the  interest  therein  held  as  joint  tenants 
by  the  decedent  and  any  othet  person,-  or 
as  tenants  by  the  entirety  by  the  decedent 
and  spouse,  or  deposited,  with  any  person 
carrying  on  the  banking  business,  in  their 
joint  names  and  payable  to  either  or  the 
survivor,  except  such  part  thereof  as  may 
be  shown  to  have  originally  belonged  to  such 
other  person  and  never  to  have  been  re¬ 
ceived  or  acquired  by  the  latter  from  the 
decedent  for  less  than  an  adequate  and  full 
consideration  in  money  or  money’s  worth: 
Provided.  That  where  such  property  or  any 
part  thereof,  or  part  of  the  consideration  with 
which  such  property  was  acquired,  is  shown 
to  have  .been  at  any  time  acquired  by  such 
other  person  from  the  decedent  for  less  than 
an  adequate  and  full  consideration  in  money 
‘  or  money’s  worth,  there  shall  be  excepted 
only  such  part  of  the  value  of  such  property 
as  is  proportionate  to  the  consideration  fur¬ 
nished  by  such  other  person:  Provided  fur¬ 
ther,  That  where  any  property  has  been 
acquired  by  gift,  bequest,  devise,  or  inheri¬ 
tance,  as  a  tenancy  by  the  entirety  by  the 
decedent  and  spouse,  then  to  the  extent  of 
one-half  of  the  value  thereof,  or,  where  so 
acquired  by  the  decedent  and  any  other 


person  as  Joint  tenants  and  their  Interesb 
are  not  otherwise  specified  or  fixed  by^? 
then  to  tne  extent  of  the  value  of  a 
tional  part  to  be  determined  by  dividing 
value  of  the  property  by  the  nunibw^ 
Joint  tenants.  ” 

§  20.2040-1  Joint  interests — (a)  ;« 
general.  A  decedent’s  gross  estate  in- 
eludes  under  section  2040  the  value  (rf 
property  held  jointly  at  the  time  of  the 
decedent’s  death  by  the  decedent  and 
another  person  or  persons  with  right  (rf 
survivorship,  as  follows: 

'  (1)  To  the  extent  that  the  property 
was  acquired  by  the  decedent  and  t^ 
other  joint  owner  or  owners  by  gift 
devise,  bequest,  or  inheritance,  the  de-’ 
cedent’s  fractional  share  of  the  propertv 
is  included.  ' 

(2)  In  all  other  cases,  the  entire  value 
of  the  property  is  included  except  such 
part  of  the  entire  value  as  is  attributable 
to  the  amount  of  the  consideration  in 
money  or  money’s  worth  furnished  by 
the  other  joint  owner  or  owners,  see 
§  20.2043-1  with  respect  to  adequacy  erf 
consideration.  Such  part  of  the  entire 
value  is^that  portion  of  the  entire  value 
of  the  property  at  the  decedents  death 
(or  at  the  alternate  valuation  date  de¬ 
scribed  in  section  2032  which  the  con- 
sideration  in  money  or  money’s  worth 
furnished  by  the  other  joint  owner  or 
owners  bears  to  the  total'  cost  of  acquid- 
tion  and  capital  additions.  In  determin¬ 
ing  the  consideration  furnished  by  the 
other  joint  owner  or  owners,  there  is 
taken  into  account  only  that  portion 
such  consideration  which  is  shown  not 
to  be  attributable  to  money  or  other 
property  acquired  by  the  other  joint 
owner  or  owners  from  the  decedent  for 
less  than  a  full  and  adequate  considera¬ 
tion  in  money  or  money’s  worth. 

The  entire  value  of  jointly  held  property 
is  included  in  a  decedent’s  gross  estate 
unless  the  executor  submits  facts  suffi¬ 
cient  to  show  that  property  was  not 
acquired  entirely  with  consideration 
furnished  by  the  decedent,  or  was  ac¬ 
quired  by  the  decedent  and  the  other 
joint  owner  or  owners  by  gift,  bequest, 
devise,  or  inheritance. 

(b)  Meaning  of  "property  held  joint¬ 
ly”.  Section  2040  specifically  covers 
property  held  jointly  by  the  decedent 
and  any  other  person  (or  persons) ,  prop¬ 
erty  held  by  the  decedent  and  spouse  as 
tenants  by  the  entirety,  and  a  deposit  of 
money,  or  a  bond  or  other  instrum^t, 
in  the  name  of  the  decedent  and  any 
other  person  and  payable  to  either  or  the 
survivor.  The  section  applies  to  all 
classes  of  property,  whether  real  or  per¬ 
sonal,  and  regardless  of  when  the  joint 
interests  were  created.  Furthermore,  it 
makes  no  difference  that  the  survivor 
takes  the  entire  interest  in  the  property 
by  right  of  survivorship  and  that  po  in¬ 
terest  therein  forms  a  part  of  the  dece¬ 
dent’s  estate  for  purposes  of  administra¬ 
tion.  The  section  has  no  application  to 
property  held  by  the  decedent  and  any 
other  person  (or  persons)  as  tenants  in 
common. 

(c)  Examples.  The  application  of  this 
section  may  be  explained  in  the  follow¬ 
ing  examples  in  each  of  which  it  is  as¬ 
sumed  that  the  other  joint  owner  or 
owners  survived  the  decedent: 
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(1)  If  the  decedent  furnished  the  en¬ 
tire  purchase  price  of  the  jointly  held 
tffoperty,  the  value  of  the  entire  prop- 
Sty  is  included  in  his  gross  estate; 

(2)  If  the  decedent  furnished  a  part 
only  of  the  purchase  price,  only  a  cor¬ 
responding  portion  of  the  value  of  the 
property  is  so  included; 

(3)  If  the  decedent  furnished  no  part 

the  purchase  price,  no  part  of  the 

value  of  the  property  is  so  included; 

(4)  If  the  decedent,  before  the  acquisi¬ 
tion  of  the  property  by  himself  and  the 
other  joint  owner,  gave  the  latter  a  sum 
of  money  or  other  property  which  there¬ 
after  became  the  other  joint  owner’s 
entire  contribution  to  the  purchase  price, 
then  the  value  of  the  entire  property  is 
so  included,  notwithstanding  the  fact 
that  the  other  property  may  have  appre¬ 
ciate  in  value  due  to  market  conditions 
between  the  time  of  the  gift  and  the  time 
of  the  acquisition  of  the  jointly  held 
property; 

(6)  If  the  decedent,  before  the  acquisi¬ 
tion  of  the  property  by  himself  and  the 
other  joint  owner,  transferred  to  the 
latter  for  less  than  an  adequate  and  full 
consideration  in  money  or  money’s  worth 
other  income-producing  property,  the 
income  from  which  belonged  to  and  be¬ 
came  the  other  joint  owner’s  entire  con¬ 
tribution  to  the  purchase  price,  then  the 
value  of  the  jointly  held  property  less 
that  portion  attributable  to  the  income 
whteh  the  other  joint  owner  did  furnish 
is  induded  in  the  decedent’s  gross  estate; 

(6)  If  the  property  originally  beloilged 
to  the  other  joint  owner  and  the  decedent 
purchased  his  interest  from  the  other 
joint  owner,  only  that  portion  of  the 
value  of  the  property  attributable  to  the 
consideration  paid  by  the  decedent  is 
included; 

(7)  If  the  decedent  and  his  spouse 
aequired  the  property  by  will-  or  gift  as 
-toiants  by  the  entirety,  one-half  of  the 
value  of  the  property  is  included  in  the 
decedent’s  gross  estate;  and 

(8)  If  the  decedent  and  his  two 
toothers  acquired  the  property  by  will  or 
gift  as  joint  tenants,  one-third  of  the 
value  of  the  property  is  so  included. 

120.2041  Statutory  provisions;  pow- 
ert  of  appointment. 


Bbc.  2041.  Powers  of  appoii^tment — (a)  fn 
fmeral.  The  value  of  the  gross  estate  shall 
Ixiclude  the  value  of  all  property  (except  real 
property  situated  outside  of  the  United 
States) — 

(1)  Powers  of  appointment  created  on  or 
tufore  October  21,  1942.  To  the  extent  of 
any  property  with  respect  to  which  a  general 
power  of  appointment  created  on  or  be¬ 
fore  October  21,  1942,  is  exercised  by  the 
decedent — 

(A)  By  will,  or 

(B)  By  a  disposition  which  is  of  such  na¬ 
ture  that  if  it  were  a  transfer  of  property 
owned  by  the  decedent,  such  property  would 
be  includible  in  the  decedent’s  gross  estate 
under  sections  2036  to  2038,  inclusive;  ' 

but  the  failure  to  exercise  such  a  power  or 
the  complete  release  of  such  a  power  shall 
not  be  deemed  an  exercise  thereof.  If  a  gen¬ 
eral  power  of  appointment  created  on  or 
before  October  21,  1942,  has  been  partially 
rdeased  so  that  it  is  no  longer  a  general 
power  of  appointment,  the  exercise  of  such 
power  shall  not  be  deemed  to  be  the  exercise 
of  a  general  power  of  appointnaent  if— 


(1)  Such  partial  release  occurred  before 
November  1,  1951,  or 

(li)  The  donee  of  such  power  was  under 
a  legal  disability  to  release  such  power  on 
October  21,  1942,  and  such  partial  release 
occurred  not  later  than  6  months  after  the 
termination  of  such  legal  disability. 

(2)  Powers  created  after  October  21,  1942. 
To  the  extent  of  any  property  with  respect  to 
which  the  decedent  has  at  the  time  of  his 
death  a  general  power  of  appointment  cre¬ 
ated  after  October  21, 1942,  or  with  respect  to 
which  the  decedent  has  at  any  time  exercised 
or  released  such  a  power  of  appointment  by 
a  disposition  which  is  of  such  natme  that 
if  it  were  a  transfer  of  property  owned  by 
the  decedent,  such  property  would  be  in¬ 
cludible  in  the  decedent’s  gross  estate  under 
sections  2035  to  2038,  inclusive.  A  disclaimer 
or  renunciation  of  suph  a  power  of  appoint¬ 
ment  shall  not  be  deemed  a  release  of.  such 
power.  For  purposes  of  this  psu-agraph  (i), 
the  power  of  appointment  shall  be  considered 
to  exist  on  the  date  of  the  decedent’s  death 
even  though  the  exercise  of  the  power  Is 
subject  to  a  precedent  giving  of  notice  or 
even  though  the  exercise  of  the  power  takes 
effect  only  on  the  expiration  of  a  stated 
period  after  its  exercise,  whether  or  not  on 
or  before  the  date  of  the  decedent’s  death 
notice  has  been  given  or  the  power  has  been 
exercised. 

(3)  Creation  of  another  power  in  certain 
cases.  To  the  extent  of  any  property  with 
respect  to  which  the  decedent^ 

(A)  By  will,  or 

(B)  By  a  disposition  which  is  of  such 
nature  that  if  it  were  a  transfer  of  property 
owned  by  the  decedent  such  property  would 
be  includible  in  the  decedent’s  gross  estate 
under  section  2035,  2036,  or  2037, 

exercises  a  power  of  appointment  created 
after  October  21.  1942,  by  creating  another 
power  of  appointment  which  under  the  ap¬ 
plicable  local  law  can  be  validly  exercised  so 
as  to  postpone  the  vesting  of  any  estate  or 
interest  in  such  property,  or  suspend  the 
absolute  ownership  or  power  of  alienation  of 
such  property,  for  a  period  ascertainable 
without  regard  to  the  date  of  the  creation  of 
the  first  power. 

(b>  Definitions.  For  purposes  of  subsec¬ 
tion  (a)  — 

(1)  General  power  of  appointment.  The 
term  “general  power  of  appointment’’  means 
a  power  which  is  exercisable  in  favor  of  the 
decedent,  his  estate,  his  creditors,  or  the 
creditors  of  his  estate;  except  that — 

(A)  A  power  to  consume,  invade,  or  ap¬ 
propriate  property  for  the  benefit  of  the 
decedent  which  is  limited  bjr  an  ascertainable 
standard  relating  to  the  health,  education, 

'  support,  dr  maintenance  of  the  decedent  shall 
not  be  deemed  a  general  power  of  appoint¬ 
ment. 

(B)  A  power  of  appointment  created  on  or 
before  October  21,  1942,  which  is  exercisable 
by  the  decedent  only  in  conjunction  with 
another  person  shall  not  be  deemed  a  general 
power  of  appointment. 

(C)  In  the  case  of  a  power  of  appointment 
created  after  October  21,  1942,  which  is 
exercisable  by  the  decedent  only  in  conjxmo- 
tion  with  another  person — 

(1)  If  the  power  is  not  exercisable  by  the 
decedent  except  in  conjunction  with  the 
creator  of  the  power — such  power  shall  not 
be  deemed  a  general  power  of  appointment. 

(ii)  If  the  power  is  not  exercisable  by  the 
decedent  except  in  conjunction  with  a  per¬ 
son  having  a  substantial  interest  in  the 
property,  subject  to  the  power,  which  is 
adverse  to  exercise  of  the  power  in  favor  of 
the  decedeht — such  power  shall  not  be 
deemed  a  general  power  of  appointment. 
For  the  poirposes  of  this  clause  a  person  who, 
after  the  death  of  the  decedent,  may  be 
possessed  of  a  power  of  appointment  (-with 
respect  to  the  property  subject  to  the  dece¬ 
dent’s  power)  which  he  may  exercise  in  his 
own  favor  shall  be  deemed  as  having  an 


Interest  in  the  property  and  such  interest 
shall  be  deemed  adverse  to  such  exercise  of 
the  decedent’s  power. 

(iii)  H  (after  the  application  of  clauses 
(i)  and  (il) )  the  power  is  a  general  power 
of  appointment  and  is  exercisable  in  favor 
of  such  other  person — such  power  shall  be 
deemed^  general  power  of  appointment  only 
In  respect  of  a  fractional  part  of  the  property 
subject  to.  such  power,  such  part  to  be  deter¬ 
mined  by  dividing  the  value  of  such  property 
by  the  number  of  such  persons  (including 
the  decedent)  in  f&vox  of  whom  such  power 
is  exercisable. 

For  purposes  of  clauses  (ii)  and  (111),  a 
power  shall  be  deemed  to  be  exercisable  in 
favor  of  a  person  if  it  is  exercisable  in  favor 
of  such  person,  his  estate,  his  creditors,  or 
the  creditors  of  his  estate. 

(2)  Lapse  of  power.  The  lapse  of  a  power 
of  appointment  created  after  October  21, 
1942,  diiring  the  life  of  the  Individual 
possessing  the  power  shall  be  considered  a 
release  of  such  power.  The  preceding  sen¬ 
tence  shall  apply  with  respect  to  the  lapse  of 
powers  during  any  calendar  year  only  to  ttie 
extent  that  the  property,  which  could  have 
been  appointed  by  exercise,  of  such  lapsed 
powers,  exceeded  in  value,  at  the  time  of  such 
lapse,  the  greater  of  the  following  amounts: 

.(A)  $5,000,  er 

(B)  5  percent  of  the  aggregate  value,  at 
the  time  of  such  lapse,  of  the  assets  out  of 
which,  or  the  proceeds  of  which,  the  exercise 
of  the  lapsed  powers  covild  have  been 
satisfied. 

(3)  Date  of  creation  of  power.  For  pur¬ 
poses  of  this  section,  a  power  of  appointment 
created  by  a  will  executed  on  or  before  Octo¬ 
ber  21,  1942,  shall  be  considered  a  power 
created  on  or  before  such  date  if  the  jierson 
executing  such  will  dies  before  July  1.  1949, 
without  having  republished  such  will,  by 
codicil  or  otherwise,  after  October  21.  1942. 

S  20.2041-1  Powers  of  appointment; 
in  general — (a)  Introduction.  A  dece¬ 
dent’s  gross  estate  includes  under  section 
2041  the  value  of  property  in  respect  of 
which  the  decedent  possessed,  exercised, 
or  released  certain  powers  of  appoint¬ 
ment.  Dhis  section  contains  rules  of 
general  application;  §  20.2041-2  contains 
rules  specifically  applicable  to  general 
powers  of  appointment  created  on  or 
before  October  21,  1942 ;  and  S  20.2041-3 
sets  forth  specific  rules  applicable  to 
powers  of  appointment  created  after 
October  21, 1942. 

(b)  Definition  of  *'power  o/  appoint- 
ment” — (1)  In  general.  The  term 
*‘power  of  appointment”  includes  all 
powers  which  are  in  substance  and  effect 
powers  of  appointment  regardless  of  the 
nomenclature  used  in  creating  the  power 
and  regardless  of  local  property  law  con¬ 
notations.^  For  example,  if  a  trust  in¬ 
strument  provides  that  the  beneficiary 
may  appropriate  or  consiune  the  prin¬ 
cipal  of  the  trust,  the  power  to  consume 
or  appropriate  is  a  power  of  s^pointment. 
Similarly,  a  power  given  to  a  decedent 
to  affect  the  beneficial  enjoyment  of 
trust  property  or  its  income  by  altering, 
amending,  or  revoking  the  trust  instru¬ 
ment  or  terminating  the  trust  is  a  power 
of  appointment.  If  the  community 
property  laws  of  State  confer  upon  the 
wife  a  power  of  testamentary  dispositicni 
over  property  in  which  she  does  not  have 
a  vested  interest  Bhe  is  considered  as 
havhig  a  power  of  appointment.  A 
power  In  a  donee  to  remove  or  discharge 
a  trustee  and  appoint  himseff  may  be  a 
power  of  appointment.  For  example,  if 
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under  the  terms  of  a  trust  instnunent, 
the  trustee  or  his  successor  has  the  power 
to  appoint  the  principal  of  the  trust  for 
the  benefit  of  individuals  including  him¬ 
self,  and  the  decedent  has  the  unre¬ 
stricted  power  to  remove  or  discharge  the 
trustee  at  any  time  and  appoint  any 
other  person  including  himself,  the  de¬ 
cedent  is  considered  as  having  a  power 
of  appointment.  However,  the  decedent 
is  not  considered  to  have  a  power  of 
appointment  if  he  only  had  the  power  to 
appoint  a  successor,  including  himself, 
imder  limited  conditions  which  did  not 
exist  at  the  time  of  his  death,  without 
an  accompanying  unrestricted  power  of 
removal.  Similarly,  a  power  to  amend 
only  the  administrative  provisions  of  a 
trust  instrument,  which  cannot  substan¬ 
tially  affect  the  beneficial  enjoyment  of 
the  trust  property  or  income,  is  not  a 
power  of  appointment.  The  mere  power 
of  management,  investment,  custody  of 
assets,  or  the  power  to  allocate  receipts 
and  disbursements  as  between  income 
and  principal,  exercisable  in  a  fiduciary 
capacity,  whereby  the  holder  has  no 
power  to  enlarge  or  shift  any  of  the  bene¬ 
ficial  interests  therein  except  as  an  in¬ 
cidental  consequence  of  the  discharge  of 
such  fiduciary  duties  is  not  a  power  of 
appointment.  Furtlier,  the  right  in  a 
beneficiary  of  a  trust  to  assent  to  a 
periodic  accounting,  thereby  relieving 
the  trustee  from  further  accountability, 
is  not  a  power  of  appointment  if  the  right 
of  assent  does  not  consist  of  any  power 
or  right  to  enlarge  or  shift  the  beneficial 
interest  of  any  beneficiary  therein. 

(2)  Relation  to  other  sections.  For 
purposes  of  §  §  20.2041-1  to  20.2041-3, 
the  term  “power  of  appointment”  does 
not  include  powers  reserved  by  the  de¬ 
cedent  to  himself  within  the  concept  of 
sections  2036  through  2038.  (See 
§§  20.2036-1  to  20.2038-1.)  No  provi¬ 
sion  of  section  2041  or  of  §§  20.2041-1  to 
20.2041-3  is  to  be  construed  as  in  any 
way  limiting  the  application  of  any 
other  section  of  the  Internal  Revenue 
Code  or  of  these  regulations.  The  power 
of  the  owner  of  a  property  interest  al¬ 
ready  possessed  by  him  to  dispose  of  his 
interest,  and  nothing  more,  is  not  a 
power  of  appointment,  and  the  interest 
is  includible  in  his  gross  estate  to  the 
extent  it  would  be  includible  under  sec¬ 
tion  2033  6r  some  other  provision  of 
part  in  of  subchapter  A  of  chapter  11. 
For  example,  if  a  trust  created  by  S  pro¬ 
vides  for  payment  of  the  income  to  A 
for  life  with  power  in  A  to  appoint  the 
remainder  by  will  and,  in  default  of  such 
appointment  for  pa3rment  of.  the  income 
to  A’s  widow,  W,  for  her  life  and  for 
pasmaent  of  the  remainder  to  A’s  estate, 
the  value  of  A’s  interest  in  the  remainder 
is  includible  in  his  gross  estate  under 
section  2033  regardless  of  its  includi- 
bility  under  section  2041. 

(3)  Powers  over  a  portion  of  property. 
If  a  power  of  appointment  exists  as  to 
part  of  an  entire  group  of  assets  or  only 
over  a  limited  interest  in  property,  sec¬ 
tion  2041  applies  only  to  such  part  or 
interest.  For  example,  if  a  trust  created 
by  S  provides  for  the  payment  of  income 
to  A  for  life,  then  to  W  for  life,  with 
power  in  A  to  appoint  the  remainder  by 
will  and  in  default  of  appointment  for 


payment  of  the  remainder  to  B  or  his 
estate,  and  if  A  dies  before  W,  section 
2041  applies  only  to  the  value  of  the 
remainder  interest  excluding  W’s  life 
estate.  If  A  dies  after  W,  section  2041 
would  apply  to  the  value  of  the  entire 
property.  If  the  power  were  only  over 
one-half  the  remainder  interest,  section 
2041  would  apply  only  to  one-half  the 
value  of  the  amoimts  described  above. 

(c)  Definition  of  “general  power  of 
appointment” — (1)  In  general.  The 
term  “general  power  of  appointment”  as 
defined  in  section  2041  (b)'  (1)  means 
any  power  of  appointment  exercisable  in 
favor  of  the  decedent,  his  estate,  his 
creditors,  or  the  creditors  of  his  estate, 
except  (i)  joint  powers,  to  the  extent 
provided  in  §§  20.2041-2  and  20.2041-3, 
and  (ii)  certain  powers  limited  by  an 
ascertainable  standard,  to  the  extent 
provided  in  subparagraph  (2)  of  this 
paragraph.  A  power  of  appointment 
exercisable  to  meet  the  estate  tax,  or 
any  other  taxes,  debts,  or  charges  which 
are  enforceable  against  the  estate,  is 
included  within  the  meaning  of  a  power 
of  appointment  exercisable  in  favor  of 
the  decedent’s  estate,  his  creditors,  or 
the  creditors  of  his  estate.  A  power  of 
appointment  exercisable  for  the  purpose 
of  discharging  a  legal  obligation  of  the 
decedent  or  for  his  pecuniary  benefit  is 
considered  a  power  of  appointment  ex¬ 
ercisable  in  favor  of  the  decedent  or  his 
creditors.  However,  for  purposes  of 
§§  20.2041-1  to  20.2041-3,  a  power  of 
appointment  not  otherwise  considered  to 
be  a  general  power  of  appointment  is  not 
treated  as  a  general  power  of  appoint¬ 
ment  merely  by  reason  of  the  fact  that 
an  appointee  may,  in  fact,  be  a  creditor 
of  the  decedent  or  his  estate.  A  power 
of  appointment  is  not  a  general  power  if 
by  its  terms  it  is  either — 

(a)  Exercisable  only  in  favor  of  one 
or  more  designated  persons  or  classes 
other  than  the  decedent  or  his  creditors, 
or  the  decedent’s  estate  or  the  creditors 
of  his  estate,  or 

(b)  Expressly  not  exercisable  in  favor 
of  the  decedent  or  his  creditors,  or  the 
decedent’s  estate  or  the  creditors  of  his 
estate. 

A  decedent  may  have  two  powers  under 
the  same  instrument,  one  of  which  is  a 
general  power  of  appointment  and  the 
other  of  which  is  not.  For  example,  a 
beneficiary  may  have  a  power  to  with¬ 
draw  trust  corpus  during  his  life,  and  a 
testamentary  power  to  appoint  the 
corpus  among  his  descendants.  The 
testamentary  power  is  not  a  general 
power  of  appointment. 

(2)  Powers  limited  by  an  ascertain¬ 
able  standard.  A  power  to  consume,  in¬ 
vade,  or  appropriate  income  or  corpus, 
or  both,  for  the  benefit  of  the  decedent 
which  is  limited  by  an  ascertainable 
standard  relating  to  the  health,  educa¬ 
tion,  support,  or  maintenance  of  the  de¬ 
cedent  is,  by  reason  of  section  2041  (b) 
(1)  (A),  not  a  general  power  of  appoint¬ 
ment.  A  power  is  limited  by  such  a 
standard  if  the  extent  of  the  holder’s 
duty  to  exercise  and  not  to  exercise  the 
power  is  reasonably  measurable  in  terms 
of  his  needs  for  health,  education,  or 
support  (or  any  combination  of  them). 


As  used  In  this  subparagraph,  the  word* 
“support’;  and  “maintenance”  are  sy^ 
onymous  and  their  meaning  is  qJ 
limited  to  the  bare  necessities  of  life.  ^ 
power  to  use  property  for  the  Comfort 
welfare,  or  happiness  of  the  holder  of  the 
power  is  not  limited  hy  the  requisite 
standard.  Examples  of  powers  which 
are  limited  by  the  requisite  standard  are 
powers  exercisable  for  the  holder’s  "sup¬ 
port,”  “support  in  reasonable  comfort" 
“maintenance  in  health  and  reasonabie 
comfort,”  “support  in  his  accustomed 
manner  of  living,”  “education,  including 
college  and  professional  educatio^ 
“health,”  and  “medical,  dental,  hospital 
and  nursing  exp>enses  and  expenses  of 
invalidism.”  In  determining  whether  a 
power  is  limited  by  an  ascertainable 
standard,  it  is  inunaterial  whether  the 
beneficiary  is  required  to  exhaust  hit 
other  income  before  the  power  can  be 
exercised. 

(3)  Certain  powers  under  wiUs  of  de¬ 
cedents  dying  between  January  l  and 
April  2.  1948.  Section  210  of  the  Tech¬ 
nical  Changes  Act  of  1953  provides  that 
if  a  decedent  died  after  December  31, 
1947,  but  before  April  3,  1948,  certain 
property  interests  describe  therein  may, 
if  the  decedent’s  surviving  spouse  u 
elects,  be  accorded  special  treatment  in 
the  determination  of  the  marital  deduc¬ 
tion  to  be  allowed  the  decedent’s  estate 
under  the  provisions  of  section  812  (e) 
of  the  Internal  Revenue  Code  of  1939. 
See  §  81.47a  (h)  of  Regulations  105  (26 
CFR,  (1939)  81.47a  (h)).  The  section 
further  provides  that  property  affected 
by  the  election  shall,  for  the  purpose  of 
inclusion  in  the  surviving  spouse’s  gross 
estate,  be  considered  property  with  re¬ 
spect  to  which  she  has  a  general  power 
of  appointment.  Therefore,  notwith¬ 
standing  any  other  provision  of  law  or 
of  §§  20.2041-1  to  20.2041-3,  if  the  pres¬ 
ent  decedent  (in  her  capacity  as  surviv¬ 
ing  spouse  of  a  prior  decedent)  has  made 
an  election  under  section  210  of  the 
Technical  Changes  Act  of  1953,  the  prop¬ 
erty  which  was  the  subject  of  the  elec-  . 
tion  shall  be  considered  as  property  with 
respect  to  which  the  present  decedept 
has  a  general  power  of  appointment 
created  after  October  21,  1942,  exercisa¬ 
ble  by  deed  or  will,  to  the  extent  it  was 
treated  as  an  interest  passing  to  the  sur¬ 
viving  spouse  and  not  passing  to  any 
other  person  for  the  purpose  of  the 
marital  deduction  in  the  prior  decedent’s 
estate. 

(d)  Definition  of  “exercise”.  Whether 
a  power  of  appointment  is  in  fact  exer¬ 
cised  may  depend  upon  local  law.  For 
example,  the  residuary  clause  of  a  will 
may  be  considered  under  local  law  as  an 
exercise  of  a  testamentary  power  of  ap¬ 
pointment  in  the  absence  of  evidence  of 
a  contrary  intention  drawn  from  the 
whole  of  the  testator’s  will.  However, 
regardless  of  local  law,  a  power  of  ap¬ 
pointment  is  considered  as  exercised  for 
pmposes  of  section  2041  even  though  the 
exercise  is  in  favor  of  the  taker  in  default 
of  appointment,  and  irrespective  of 
whether  the  appointed  interest  and  the 
interest  in  default  of  appointment  are 
identical  or  whether  the  appointee  re¬ 
nounces  any  right  to  take  under  the  ap¬ 
pointment.  A  power  of  appointment  is 
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also  considered  as  exercised  even  though 
disposition  cannot  take  effect  until 
«ie  occurrence  of  an  event  after  the  ex¬ 
ercise  takes  place,  if  the  exercise  is 
irrevocable  and,  as  of  the  time  of  the 
exercise,  the  condition  was  not  impossible 
of  occurrence.  For  example,  if  property 
is  left  in  trust  to  A  for  life,  with  a  power 
in  B  to  appoint  the  remainder  by  will,  and 
B  dies  before  A,  exercising  his  power  by 
aj^K^ting  the  remainder  to  C  if  C  sur¬ 
vives  A,  B  is  considered  to  have  exercised 
bis  power  if  C  is  living  at  B’s  death.  On 
the  other  hand,  a  testamentary  power 
of  appointment  is  not  considered  as  exer¬ 
cised  if  it  is  exercised  subject  to  the  oc¬ 
currence  during  the  decedent’s  life  of  an 
express  or  implied  condition  which  did 
not  in  fact  occur.  Thus,  if  in  the  pre¬ 
ceding  example,  C  dies  before  B,  B’s 
power  of  appointment' would  not  be  con¬ 
sidered  to  have  been  exercised.  Sim¬ 
ilarly,  if  a  trust  provides  for  income  to  A 
for  life,  remainder  as  A  appoints  by  will, 
and  A  appoints  a  life  estate  in  the  prop¬ 
erty  to  B  and  does  not  otherwise  exercise 
his  power,  but  B  dies  before  A,  A’s  power 
is  not  considered  to  have  been  exercised. 

(e)  Time  of  creation  of  power.  A 
power  of  appointment  created  by  will  is, 
in  general,  considered  as  created  on  the 
date  of  the  testator’s  death.  However, 
section  2041  (b)  (3)  provides  that  a 
power  of  appointment  created  by  a  will 
executed  on  or  before  October  21,  1942, 
is  considered  a  power  created  on  or  before 
that  date  if  the  testator  dies  before  July 
1,  1949,  without  having  republished  the 
will,  by  codicil  or  otherwise,  after  October 
21,  1942.  Whether  or  not  a  power  of 
appointment  created  by  an  intervivos  in- 
stniment  executed  on  or  before  October 
21, 1942,  is  considered  a  power  created  on 
or  before  that  date  depends  upon  the 
facts  and  circumstances  of  the  particular 
case.  For  example,  assume  that  A  cre¬ 
ated  a  revocable  trust  before  October  21, 
1942,  providing  for  payment  of  income 
to  B  for  life  with  remainder  as  B  shall 
appoint  by  will.  If  A  dies  after  October 
21,  1942,  without  having  exercised  his 
power  of  revocation,  B’s  power  of  ap¬ 
pointment  is  considered  a  power  created 
after  October  21,  1942.  On  the  other 
hand,  assume  that  C  created  an  irrev¬ 
ocable  intervivos  trust  before  October 
21,  1942,  naming  T  as  trustee  and  pro¬ 
viding  for  payment  of  income  to  D  for  life 
with  remainder  to  E.  Assume  further 
that  T  was  given  the  power  to  pay  corpus 
to  D  and  the  power  to  appoint  a  successor 
trustee.  If  T  resigns  after  October  21, 
1942,  and  appoints  D  as  successor  trustee, 
D  is  considered  to  have  a  power  of  ap¬ 
pointment  created  before  October  21, 
1942.  As  another  example,  assume  that 
P  created  an  irrevocable  intervivos  trust 
before  Octber  21, 1942,  providing  for  pay- 
mmt  of  income  to  G  for  life  with  re¬ 
mainder  as  G  shall  appoint  by  will,  but 
in  default  of  appointment  income  to  H 
for  life  with  remainder  as  H  shall  ap¬ 
point  by  will.  If  G  dies  after  October  21, 
1942,  without  having  exercised  his  power 
of  appointment,  H’s  power  of  appoint¬ 
ment  is  considered  a  power  created  before 
October  21, 1942,  even  though  it  was  only 
a  amtingent  interest  imtil  G’s  death.  If, 
in  this  last  example,  G  had  exercised  his 
power  of  appointment  by,  creating  a 
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similar  jpower  In  I,  I’s  poWer  of  appoint¬ 
ment  would  be  considered  a  power  cre¬ 
ated  after  October  21, 1942.  A  power  of 
appointment  is  not  considered  as  created 
after  October  21, 1942,  merely  because  the 
power  is  not  exercisable  or  the  identity  of 
Its  holders  is  not  ascertainable  imtil  after 
that  date. 

§  20.2041-2  Powers  of  appointment 
created  on  or  "before  October  21,  1942 — 
(a)  In  general.  Property  subject  to  a 
general  power  of  appointment  created  on 
or  before  October  21.  1942,  is  includible 
in  the  gross  estate  of  the  holder  of  the 
power  under  section  2041  only  if  he  ex¬ 
ercised  the  power  under  specified  cir¬ 
cumstances.  Section  2041  (a)  (1)  re¬ 
quires  that  there  be  included  in  the  gross 
estate  of  a  decedent  the  value  of  prop¬ 
erty  subject  to  such  a  power  only  if  the 
power  is  exercised  by  the  decedent  either 
(1)  by  will,  or  (2)  by  a  disposition  which 
is  of  such  nature  that  if  it  were  a  trans¬ 
fer  of  property  owned  by  the  decedent, 
the  property  would  be  includible  in  the 
decedent’s  gross  estate  under  section 
2035  (relating  to  transfers  in  contem¬ 
plation  of  death).  2036  (relating  to 
transfers  with  retained-  life  estate), 
2037  (relating  to  transfers  taking  effect 
at  death),  or  2038  (relating  to  revocable 
transfers).  See  paragraphs  (b),  (c), 
and  (d)  of  §  20.2041-1  for  the  definition 
of  various  terms  used  in  this  section. 

(b)  Joint  powers  created  on  or  before 
October  21,  1942.  Section  2041  (b)  (1) 
(B)  provides  that  a  power  created  on  or 
before  October  21,  1942,  which  at  the 
time  of  the  exercise  is  not  exercisable  by 
the  decedent  except  in  conjunction  with 
another  person,  is  not  deemed  a  general 
power  of  appointment. 

(c)  Exercise  during  life.  The  circum¬ 
stances  under  which  section  2041  applies 
to  the  exercise  other  than  by  will  of  a 
general  power  of  appointment  created  on 
or  before  October  21,  1942,  are  set  forth 
in  paragraph  (a)  of  this  section.  In 
this  connection,  the  rules  of  sections  2035 
through  2038  which  are  to  be  applied  are 
those  in  effect  on  the  date  of  the  de¬ 
cedent’s  death  which  are  applicable  to 
transfers  made  on  the  date  when  the 
exercise  of  the  power  occurred.  Those 
rules  are  to  be  applied  in  determining 
the  extent  to  which  and  the  conditions 
under  which  a  disposition  is  considered 
a  transfer  of  property.  The  application 
of  this  paragraph  may  be  illustrated  by 
the  following  examples: 

Example  (1).  A  decedent  In  1961  exer¬ 
cised  a  general  power  of  appointment  created 
in  1940.  reserving  no  interest  in  or  power 
over  the  property  subject  to  the  general 
power.  The  decedent  died  in  1966.  Since 
the  exercise  was  not  made  within  three 
years  before  the  decedent’s  death,  no  put 
of  the  property  is  includible  in  his  gross  es¬ 
tate.  See  section  2036  (b) ,  relating  to  trans¬ 
fers  in  contemplation  of  death. 

Example  (2).  S  created  a  trust  in  1930 
to  pay  the  income  to  A  for  life,  remainder 
as  B  appoints  by  an  instrument  filed  with 
the  trustee  during  B’s  lifetime,  and  in  de¬ 
fault  of  appointment  remainder  to  C.  B 
exercised  the  power  in  1956  by  directing  that 
after  A’s  death  the  Income  be  paid  to  him¬ 
self  for  life  with  remainder  to  C.  If  B  dies 
after  A,  the  entire  value  of  the  trust  property 
would  be  included  in  B’s  gross  estate,  since 
such  a  disposition  if  it  were  a  transfer  of 
property  owned  by  B  would  cause  the  prop- 
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erty  to  be  Included  In  his  gross  estate  under 
section  2036  (a)  (1).  If  B  dies  before  A, 
the  value  of  the  trust  property  less  the  value 
of  A's  life  estate  wo\ild  be  included  in  B’s 
gross  estate  for  the  same  reason.  ^ 

Example  (3).  8  created  a  trust  In  1940 
to  pay  the  income  to  A  for  Ufe,  remainder 
as  A  appoints  by  an  instrument  filed  with 
the  trustee  during  A’s  lifetime.  A  exercised 
the  power  in  1965.  five  years  before  his  death, 
reserving  the  right  of  revocation.  The  ex¬ 
ercise,  if  not  revoked  before  death,  will  cause 
the  property '  subject  to  the  power  to  bb 
included  in  A’s  gross  estate  under  section 
2041  (a)  (1).  since  such  a  disposition  if  it 
were  a  transfer  of  property  owned  by  A  would 
cause  the  property  to  be  included  in  his 
gross  estate  xmder  section  2038.  However, 
if  the  exercise  were  completely  revoked,  so 
that  A  died  still  possessed  of  the  power,  the 
property  would  not  be  included  in  A’s  gross 
estate  for  the  reason  that  the  power  will  not 
be  treated  as  having  been  exercised. 

Example  (4).  A  decedent  exercised  a  gen¬ 
eral  power  of  appointment  created  in  1940 
by  making  a  disposition  in  trust  under  which 
possession  or  enjoyment  of  the  property 
subject  to  the  exercise  could  be  obtained 
only  by  surviving  the  decedent  and  under 
which  the  decedent  retained  a  reversionary 
interest  in  the  property  of  a  value  of  more 
than  five  percent.  The  exercise  will  cause 
the  property  subject  to  the  power  to  be  in¬ 
cluded  in  the  decedent’s  gross  estate,  since 
such  a  disposition  if  it  were  a  transfer  of 
property  owned  by  the  decedent  would  cause 
the  property  to  be  included  in  his  gross 
estate  under  section  2037. 

(d)  Release  or  lapse.  A  failure  to  ex¬ 
ercise  a  general  power  of  appointment 
created  on  or  before  October  21.  1942, 
or  a  complete  release  of  such  a  power  is 
not  considered  to  be  an  exercise  of  a 
general  power  of  appointment.  The 
phrase  “a  complete  release’*  means  a  re¬ 
lease  of  all  powers  over  all  or  a  portion 
of  the  property  subject  to  a  power  of 
appointment,  as  distinguished  from  the 
reduction  of  a  power  of  appointment  to 
a  lesser  power.  Thus,  Jf  the  decedent 
completely  relinquished  all  powers  over 
one-half  of  the  property  subject  to  a 
power  of  appointment,  the  power  is  com¬ 
pletely  released  as  to  that  one-half.  If 
at  or  before  the  time  a  power  of  appoint¬ 
ment  is  relinquished,  the  holder  of  the 
power  exercises  the  power  in  such  a 
manner  or  to  such  an  extent  that  the 
relinquishment  results  in  the  reduction, 
enlargement,  or  shift  in  a  beneficial  in¬ 
terest  in  property,  the  relinquishment 
will  be  considered  to  be  an  exercise  and 
not  a  release  of  the  power.  For  example, 
assume  that  A  created  a  trust  in  1940 
providing  for  pajunent  of  the  income  to 
B  for  life  and,  upon  B’s  death,  remainder 
to  C.  Assume  fiurther  that  B  was  given 
the  unlimited  power  to  amend  the  trust 
instrument  during  his  lifetime.  If  B 
amended  the  trust  in  1948  by  providing 
that  upon  his  death  the  remainder  was 
to  be  paid  to  D,  ahd  if  he  further 
amended  the  trust  in  1950  by  deleting 
his  power  to  amend  the  trust,  such  re¬ 
linquishment  will  be  considered  an  ex¬ 
ercise  and  not  a  release  Of  a  general 
power  of  appointment.  On  the  other 
hand,  if  the  1948  amendment  became 
ineffective  before  or  at  the  time  of  the 
1950  amendment,  or  if  B  in  1948  merely 
amended  the  trust  by  changing  the 
purely  ministerial  powers  of  the  trustee, 
his  relinquishment  of  the  power  in  1950 
will  be  considered  as  a  release  of  a  power 
of  appointment. 
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(e)  Partial  release.  If  a  general  power 
of  appointment  created  on  or  before 
October  21,  1942,  is  partially  released  so 
that  It  is  not  thereafter  a  general  power 
of  appointment,  a  subsequent  exercise  of 
the  jmrtially  released  power  is  not  an 
exercise  of  a  general  power  of  appoint¬ 
ment  if  the  partial  release  occurs  before 
whichever  is  the  later  of  the  following 
dates; 

(1)  November  1,  1951,  or 

(2)  If  the  decedent  was  under  a  legal 
disability  to  release  the  power  on  October 
21,  1942,  the  day  after  the  expiration  of 
6  months  following  the  termination  of 
such  legal  disability. 

However,  if  a  general  power  created  on 
or  before  October  21,  1942,  is  partially 
released  on  or  after  the  later  of  these 
dates,  a  subsequent  exercise  of  the  power 
will  cause  the  property  subject  to  the 
power  to  be  included  in  the  holder’s  gross 
estate,  if  the  exercise  is  such  that  if  it 
were  a  disposition  of  property  owned  by 
the  decedent  it  would  cause  the  property 
to  be  included  in  his  gross  estate.  The 
legal  disability  referred  to  in  this  para¬ 
graph  is  determined  under  local  law  and 
may  include  the  disability  of  an  insane 
person,  a  minor,  or  an  imbom  child.  The 
fact  that  the  type  of  general  power  of 
appointment  possessed  by  the  decedent 
actually  was  not  generally  releasable 
imder  the  local  law  does  not  place  the 
decedent  under  a  legal  disability  within 
the  meiChing  of  this  paragraph.  In  gen¬ 
eral,^  however,  it  is  assumed  that  all  gen¬ 
eral  bowers  of  appointment  are  releas¬ 
able,  unless  the  local  law  on  the  subject 
is  to  the  contrary,  and  it  is  presumed 
that  the  method  employed  to  release  the 
power  is  effective,  unless  it  is  not  in 
accordance  with  the  local  law  relating 
specifically  to  releases  or,  in  the  absence 
of  such  local  law,  is  not  in  accordance 
with  the  local  law  relating  to  similar 
transactions. 

(f^  Partial  exercise.  If  a  general 
power  of  appointment  created  on  or  be¬ 
fore  October  21,  1942,^  is  exercised  only 
as  to  a  portion  of  the  property  subject  to 
the  power,  section  2041  is  applicable 
only  to  the  value  of  that  portion.  For 
example,  if  a  decedent  had  a  general 
power  of  appointment  exercisable  by  will 
created  on  or  before  October  21,  1942, 
over  a  trust  fund  valued  at  $200,000  at 
the  date  of  his  death,  and  if  the  decedent 
exercised  his  power  either  to  the  extent 
of  directing  the  distribution  of  one-half 
of  the  trust  property  to  B  or  of  directing 
the  payment  of  $100,000  to  B,  the  trust 
property  would  be  includible  in  the  de¬ 
cedent’s  gross  estate  only  to  the  extent 
of  $100,000. 

§  20.2041-3  Powers  of  appointment 
created  after  October  21,  1942 — (a)  In 
general.  ( 1 )  Property  subject  to  a  power 
of  appointment  created  after  October 
21,  1942,  is  includible  in  the  gross  estate 
of  the  holder  of  the  power  under  varying 
conditions  depending  on  whether  the 
power  is  (i)  general  in  nature,  (ii)  pos¬ 
sessed  at  death,  'or  (iii)  exer^^  or  re¬ 
leased.  See  paragraphs  (b) ,  (c) ,  and  (d) 
of  §  20.2041-1  for  the  definition  of  var¬ 
ious  terms  iised  in  this  section.  See 
paragraph  (c)  of  this  section  for  the 
rules  applicable  to  determiifb  the  extent 


to  which  Joint  powers  created  after  Oc¬ 
tober  21,  1942,  are  to  be  treated  as  gen¬ 
eral  powers  of  appointment. 

(2)  If  the  power  is  a  general  power  of 
appointment,  the  value  of  an  interest  in 
property  subject  to  such  a  power  is  in¬ 
cludible  in  a  decedent’s  gross  estate  un¬ 
der  section  2041  (a)  (2)  if  either — 

(i)  The  decedent  has  the  power  at 
the  time  of  his  death  (and  the  interest 
exists  at  the  time  of  his  death) ,  or 
*  (ii)  The  decedent  exercised  or  re¬ 
leased  the  power,  or  the  power  lapsed, 
under  the  circumstances  and  to  the  ex¬ 
tent  described  in  paragraph  (d)  of  this 
section. 

(3)  If  the  power  is  not  a  general  power 
of  appointment,  the  value  of  property 
subject  to  the  power  is  includible  in  the 
holder’s  gross  estate  under  section  2041 

(a)  (3)  only  if  it  is  exercised  to  create 
a  further  power  under  certain  circum¬ 
stances  (see  paragraph  (e)  of  this 
section) . 

(b)  Existence  of  power  at  death.  For 
purposes  of  section  2041  (a)  (2) ,  a  power 
of  appointment  is  considered  to  exist  on 
the  date  of  a  decedent’s  death  even 
though  the  exercise  of  the  power  is  sub¬ 
ject  to  the  precedent  giving  of  notice,  or 
even  though  the  exercise  of  the  power 
takes  effect  only  on  the  expiration  of  a 
stated  period  after  its  exercise,  whether 
or  not  on  or  before  the  decedent’s  death 
notice  has  been  given  or  the  powef^  has 
been  exercised.  However,  a  power  which 
by  its  terms  is  exercisable  only  upon  the 
occurrence  during  the  decedent’s  life¬ 
time  of  an  event  or  a  contingency  which 
did  not  in  fact  take  place  or  occur  dur¬ 
ing  such  time  is  not  a  power  in  existence 
on  the  date  of  the  decedent’s  death.  For 
example,  if  a  decedent  was  given  a  gen¬ 
eral  power  of  appointment  exercisable 
only  after  he  reached  a  certain  age,  only 
if  he  survived  another  person,  or  only 
if  he  died  without  descendants,  the  power 
would  not  be  in  existence  on  the  date  of 
the  decedent’s  death  if  the  condition 
prjecedent  to  its  exercise  had  not 
occurred, 

(c)  Joint  powers  created  after  Octo¬ 
ber  21,  1942.  The  treatment  of  a  power 
of  appointment  created  after  October  21, 
1942,  which  is  exercisable  only  in  con¬ 
junction  with  another  person  is  governed 
by  section  2041  (b)  (1)  (C),  which  pro¬ 
vides  as  follows: 

(1)  Such  a  power  is  not  considered  a 
general  power  of  appointment  if  it  is 
not  exercisable  by  the  decedent  except 
with  the  consent  or  joinder  of  the  creator 
of  the  power. 

(2)  Such  power  is  not  considered  a 
general  power  of  appointment  if  it  is  not 
exercisable  by  the  decedent  except  with 
the  consent  or  joinder  of  a  person  having 
a  substantial  interest  in  the  prc^rty 
subject  to  the  power  which  is  adverse  to 
the  exercise  of  the  power  in  favor  of  the 
decedent,  his  estate,  his  creditors,  or  the 
creditors  of  his  estate.  An  interest  ad¬ 
verse  to  the  exercise  of  a  power  is  con¬ 
sidered  as  substantial  if  its  value  in 
relation  to  the  total  value  of  the  property 
subject  to  the  power  is  not  insignificant. 
For  this  purpose,  the  interest  is  to  be 
valued  in  accordance  with  the  actuarial 
principles  set  fortii  In  §  20.3031-7  or.  if 
it  is  not  susceptible  to  valuation  under 


those  provisions.  In  acc<H‘dance  with  the 
general  nrinciples  set  forth  in  §  20.2031-1  ' 

A  taker  in  default  of  appointment  under  I 
a  power  has  an  interest  which  is  adverse 
to  an  exercise  of  the  power.  A  coholder 
of  the  power  has  no  adverse  interest 
merely  because  of  his  joint  possession 
of  the  power  nor  merely  because  he  is 
a  permissible  appointee  imder  a  power. 
However,  a  coholder  of  a  power  is  con¬ 
sidered  as  having  an  adverse  interest 
where  he  may  possess  the  power  after  the 
decedent’s  death  and  may  exercise  it  at 
that  time  in  favor  of  himself,  his  estate 
his  creditors,  or  the  creditors  of  his 
estate.  Thus,'  for  example,  if  X,  Y,  and 
Z  held  a  power  jointly  to  appoint  among 
a  group  of  persons  which  includes  them¬ 
selves  and- if  on  the  death  of  X  the  power 
will  pass  to  Y  and  Z  jointly,  then  Y  and 
Z  are  considered  to  have  interests  adverse 
to  the  exercise  of  the  power  in  favor  of 
X.  Similarly,  if  on  Y’s  death  the  power 
will  pass  to  Z.  Z  is  considered  to  have  an 
interest  adverse  to  the  exercise  of  the 
power  in  favor  of  Y.  The  applicaticm  of 
this  subparagraph  may  be  further  illus¬ 
trated  by  the  follotving  additional  ex¬ 
amples  in  each  of  which  it  is  assmned 
that  the  value  of  the  interest  in  question 
is  substantial: 

Example  (1).  The  decedent  and  B  were 
trustees  of  a  trust  under  the  terms  of  which  * 
the  income  was  to  be  paid  to  the  decedent 
for  life  and  then  to  M  for  life,  and  the  re¬ 
mainder  was  to  be  paid  to  B.  The  trustees 
had  power  to  distribute  corpus  to  the  de¬ 
cedent.  Since  B’s  interest  was  substantially 
adverse  to  an  exe^lse  of  the  power  in  favor 
of  the  decedent  ^e  latter  did  not  have  a 
general  power  of  appointment.  If  M  and 
the  decedent  were  the  trustees,  M’s  intereet 
would  likewise  have  been  adverse. 

Example  (2).  The  decedent  and  L  were 
trustees  of  a  trust  under  the  terms  of  which 
the  income  was  to  be  paid  to  L  for  life  and 
then  to  M  for  life,  and  the  remainder  was 
to  be  paid  to  the  decedent.  The  trvisteee  bad 
power  to  distribute  corpus  to  the  decedent 
during  L’s  life.  Since  L’s  interest  was  ad¬ 
verse  to  an  exercise  of  the  power  in  favor  of 
the  decedent,  the  decedent  did  not  have  a 
general  power  of  appointment.  If  the  dece¬ 
dent  and  M  were  the  trustees,  M’s  Interest 
would  likewise  have  been  adverse. 

Example  {3).  ’The  decedent  and  L  were 
trustees  of  a  trust  under  the  terms  of  which 
the  income  was  to  be  paid  to  L  for  life.  The 
trustees  could  designate  whether  corpus  md 
to  be  distributed  to  the^  decedent  cur  to  A 
after  L’s  death.  L’s  interest  was  not  adverse 
to  an  exercise  of  the  power  in  favor  of  the 
decedent,  and  the  decedent  therefore  had  a 
general  power  of  appointment. 

(3)  A  power  which  is  exercisable  only 
in  conjunction  with  another  person,  and 
which  after  application  of  the  rules  set 
forth  in  subparagraphs  (1)  and  (2)  of 
this  paragraph  constitutes  a  general 
power  of  appointment,  will  be  treated  as 
though  the  holders  of  the  power  who  are 
permissible,  appointees  of  the  property 
were  joint  owners  of  property  subject 
to  the  power.  The  decedent,  under  this 
rule,  will  be  treated  as  possessed  of  a 
general  power  of  appointment  over  an 
aliquot  share  of  the  property  to  be  de¬ 
termined  with  reference  to  the  number 
of  joint  holders,  including  the  decedent, 
who  (or  whose  estates  or  creditors)  are 
permissible  appointees.  Thus,  for  ex¬ 
ample,  if  X,  Y,  and  Z  hold  an  unlimited 
power  jointly  to  appoint  among  a  group 
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Af  oersons.  Including  themselves,  but  on 
Se^eath  of  X  the  power  does  not  pass 
to  Y  and  Z  jointly,  then  Y  and  Z  are  not 
Snsidered  to  have  interests  adverse  to 
Se  exercise  of  the  power  in  favor  of  X. 

S  this  case  X  is  considered  to  possess  a 
wneral  power  of  appointment  as  to  one- 
tbird  of  the  property  subject  to  the 

Releases,  lapses,  and  disclaimers  of 
general  powers  of  appointment.  (1) 
Property  subject  to  a  general  power  of 
appointment  created  after  October  21, 
IsSJ  is  includible  in  the  gross  estate  of 
a  dwedent  under  section  2041  (a)  (2) 
even  though  he  does  not  have  the  power 
at  the  date  of  his  .death,  if  during  his  life 
he  exercised  or  released  the  power  under 
circumstances  such  that,  if  the  property 
subject  to  the  power  had  been  owned  and 
transferred  by  the  decedent,  the  prop¬ 
erty  would  be  includible  in  the  decedent’s 
gross  estate  under  section  2035,  2036, 
2037,  or  2038.  Further,  section  2041  (b) 
(2>  provides  that  the  lapse  of  a  power  of 
appointment  is  considered  to  be  a  re¬ 
lease  of  the  power  to  the  extent  set  forth 
In  subparagraph  (3)  of  this  paragraph. 

A  release  of  a  power  of  appointment  need 
not  be  formal  or  express  in  character. 
The  principles  set  forth  in  §  20.2041-2 
for  determining  the  application  of  the 
pertinent  provisions  of  sections  2035 
through  2038  to  a  particular  exercise  of  a 
power  of  appointment  are  applicable  for 
purposes  of  determining  whether  or  not 
an  exercise  or  release  of  a  power  of  ap¬ 
pointment  created  after  October  21, 1942, 
causes  the  property  to  be  included  in  a 
decedent’s  gross  estate  under  section 
2041  (a)  (2).  If  a  general  power  of 
appointment  created  after  October  21, 
1942,  is  partially  released,  a  subsequent 
exercise  or  release  of  the  power  under 
circumstances  described  in  the  first  sen¬ 
tence  of  this  subparagraph,  or  its  posses¬ 
sion  at  death  will  nevertheless  cause  the 
property  subject  to  the  power  to  be  in¬ 
cluded  in  the  gross  estate  of  the  holder 
of  the  power. 

(2)  Section  2041  (a)  (2)  is  not  appli¬ 
cable  to  the  complete  release  of  a  gen¬ 
eral  power  of  appointment  created  after 
October  21,  1942,  whether  exercisable 
during  life  or  by  will,  if  the  release  was 
not  made  in  contemplation  of  death 
within  the  meaning  of  section  2035,  and 
if  after  the  release  the  holder  of  the 
power  retained  no  interest  in  or  control 
over  the  property  subject  to  the  power 
which  would  cause  the  property  to  be 
Included  in  his  gross  estate  under  sec¬ 
tions  2036  through  2038  if  the  property 
had  been  transferred  by  the  holder. 

(3)  The  failure  to  exercise  a  power  of 
appointment  created  after  October  21, 
1942,  within  a  specified  time,  so  that  the 
power  lapses,  constitutes  a  release  of  the 
power.  However,  section  2041  (b)  (2) 
provides  that  such  a  lapse  of  a  power  of 
appointment  during  any  calendar  year 
during  the  decedent’s  life  is  treated  as 
a  release  for  purposes  of  inclusion  of 
property  in  the  gross  estate  under  sec¬ 
tion  2041  (a)  (2)  only  to  the  extent  that 
the  property  which  could  have  been  ap¬ 
pointed  by  exercise  of  the  lapsed  power 
exceeds  the  greater  of  (i)  $5,000  or  (ii) 
6  percent  of  the  aggregate  value,  at  the 
time  of  the  lapse,  of  the  assets  out  of 


which,  or  the  proceeds  of  which,  the 
exercise  of  the  lapsed  power  could  have 
been  satisfied.  For  example,  assume 
that  A  transferred  $200,000  worth  of 
securities  in  trust  providixig  for  pa3nnent 
of  income  to  B  for  life  with  remainder 
to  B’s  issue.  Assume  further  that  B  was 
given  a  noncumulative  right  to  with¬ 
draw  $10,000  a  year  from  the  principal 
of  the  trust  f\md  (which  neither  in¬ 
creased  nor  decreased  in  value  prior  to 
B’s  death).  In  such  case,  the  failure  of 
B  to  exercise  his  right  of  withdrawal 
will  not  result  in  estate  tax  with  respect 
to  the  power  to  withdraw  $10,000  which 
lapses  each  year  before  the  year  of  B’s 
death.  At  B’s  death  there  wifi  be  in¬ 
cluded  in  his  gross  estate  the  $10,000 
which  he  was  entitled  to  withdraw  for 
the  year  in  which  his  death  occurs  less 
any  amount  which  he  may  have  taken 
during  that  year.  ^  However,  if  in  the 
above  example  B  had  possessed  the  right 
to  withdraw  $15,000  of  the  principal 
annually,  the  failure  to  exercise  such 
power  in  any  year  will  be  considered  a 
release  of  the  power  to  the  extent  of  the 
excess  of  the  am,ount  subject  to  with¬ 
drawal  over  5  percent  of  the  trust  firnd 
(in  this  example,  $5,000,  assuming  that 
the  trust  fund  is  worth  $200,000  at 
time  of  the  lapse).  Since  each  lapse  is 
treated  as  though  B  had  exercised  do¬ 
minion  over  the  trust  property  by  mak¬ 
ing  a  transfer  of  principal  reserving  the 
income  therefrom  for  his  life,  the  v£due 
of  the  trust  property  (but  only  to  the 
extent  of  the  excess  of  the  amoimt  sub¬ 
ject  to  withdrawal  over  5  percent  of  the 
trust  fund)  is  includible  in  B’s  gross 
estate  (unless  before  B’s  death  he  has 
disposed  of  his  right  to  the  income  under 
circumstances  to  which  sections  2035 
through  2038  would  not  be  applicable). 
’The  extent  to  which  the  value  of  the 
trust  property  is  included  in  the  dece¬ 
dent's  gross  estate  is  determined  as  pro¬ 
vided  in  subparagraph  (4)  of  this  para¬ 
graph. 

(4)  The  purpose  of  section  2041  (b) 
(2)  is  to  provide  a  determination,  as  of 
the  date  of  the  lapse  of  the  power,  of 
the  proportion  of  the  property  over 
which  the  power  lapsed  which  is  an 
exempt  disposition  for  estate  tax  pur¬ 
poses  and  the  proportion  which,  if  the 
other  requirements  of  sections  2035 
through  2038.  are  satisfied,  will  be  con¬ 
sidered  as  a  taxable  disposition.  Once 
the  taxable  proportion  of  any  disposi¬ 
tion  at  the  date  of  lapse  has  been  deter¬ 
mined,  the  valuation  of  that  proportion 
as  of  the  date  of  the  decedent’s  death 
(or.  if  the  executor  has  elected  the  alter¬ 
nate  valuation  method  under  section 
2032,  the  value  as  of  the  date  therein 
provided) ,  is  to  be  ascertained  in  accord¬ 
ance  with  the  principles  which  are  ap¬ 
plicable  to  the  valuation  of  transfers  of 
property  by  the  decedent  imder  the 
corresponding  provisimis  of  sections 
2035  through  2038.  For  example,  if  the 
life  beneficiary  of  a  trust  had  a  right 
exercisable  only  during  one  calendar 
year  to  draw  down  $50,000  from  the 
corpus  of  a  trust,  which  he  did  not  ex¬ 
ercise,  and  if  at  the  end  of  the  year  the 
corpus  was  worth  $800,000,  the  taxable 
portion  over  which  the  power  lapsed  is 
$10,000  (the  excess  of  $50,000  over  5  per¬ 


cent  of  the  corpus),  or  %o  of  the  total 
value.  On  the  decedent’s  death,  if  the 
total  value  of  the  corpus  of  the  trust 
(excluding  income  accumulated  after  the . 
lapse  of  the  power)  on  the  applicable 
valuation  date  was  $1,200,000,  $15,000 

of  $1,200,000)  would  be  includible 
in  the  decedent’s  gross  estate.  However, 
if  the  total  value  was  then  $600,000,  only 
$7,500  (^  of  $800,000)  would  be  in¬ 
cludible. 

(5)  If  the  failure  to  exercise  a  power, 
such  as  a  right  of  withdrawal,  occurs  in 
more  than  a  single  year,  the  proportion 
of  the  property  over  which  the  power 
lapsed  which  is  treated  as  a  taxable  dis¬ 
position  will  be  determined  separately 
for  each  such  year.  The  aggr^ate  of 
the  taxable  proportions  for  aU  such 
years,  valued  in  accordance  with  the 
above  principles,  will  be  includible  in 
the  gross  estate  by  reason  of  the  lapse. 
The  includible  amount,  however,  shall 
not  exceed  the  aggregate  value  of  the 
assets  out  of  which,  or  the  proceeds  of 
which,  the  exercise  of  the  power  could 
have  been  satisfied,  valued  as  of  the  date 
of  the  decedent’s  death  (or,  if  the  execu¬ 
tor  has  elected  the  alternate  valuation 
method  under  section  2032,  the  value  as 
of  the  date  therein  provided). 

(6)  A  disclaimer  or  renunciation  of  a 
general  power  of  appointment  is  not  con¬ 
sidered  to  be  a  release  of  the  power.  The 
disclaimer  or  renunciation  must  be  un¬ 
equivocal  and  effective  imder  local  law. 
A  disclaimer  is  a  complete  and  unquali¬ 
fied  refusal  to  accept  the  rights  to  which 
one  is  entitled.  There  can  be  no  dis¬ 
claimer  or  renunciation  of  a  power  after 
its  acceptance.  In  any  case  where  a 
power  is  purported  to  be  disclaimed  or 
renounced  as  to  only  a  portion  of  the 
property  subject  to  the  power,  the  de¬ 
termination  as  to  whether  or  not  there 
has  been  a  complete  and  unqualified 
refusal  to  accept  the  rights  to  which 
ene  is  entitled  will  depend  on  all  the 
facts  and  circumstances  of  the  particular 
case,  taking  into  account  th.e  recognition 
and  effectiveness  of>  such  a  disclaimer 
under  local  law.  Such  rights  refer  to  the 
incidents  of  the  power  and  not  to  other 
Interests  of  the  decedent  in  the  property. 
If  effective  under  local  law,  the  power 
may  be  disclaimed  or  renounced  with¬ 
out  disclaiming  or  renouncing  such 
other  interests.  In  the  absence  of  facts 
to  the  contrary,  the  failure  to  renounce 
or  disclaimi  within  a  reasonable  time 
after  learning  of  its  existence  will  be 
presumed  to  constitute  an  acceptance  of 
the  power. 

(e)  Successive  powers.  (1)  Property 
subject  to  a  power  of  appointment  cre¬ 
ated  after  October  21,  1942,  which  is  not 
a  general  power,  is  includible  in  the  gross 
estate  of  the  holder  of  the  power  under 
section  2041  (a)  (3)  'if  the  power  is 
exercised,  and  if  both  of  the  following 
conditions  are  met: 

(i)  If  the  exercise  Is  (o)  by  will,  or 
(b)  by  a  disposition  which  is  of  such 
nature  that  if  it  were  a  transfer  of 
property  owned  by  the  decedent,  the 
property  would  be  includible  to  the  de¬ 
cedent’s  gross  estate  under  sections  2035 
through  2037;  and 

(ii)  If  the  power  Is  exercised  by 
creating  another  power  of  appointment 
which,^  under  the  terms  of  the  instru- 
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ments  creating  and  exercising  the  first 
power  and  under  applicable  local  law, 
can  be  validly  exercised  so  as  to  (o) 
postpone  the  vesting  of  .any  estate  or 
interest  in  the  property  for  a  period 
ascertainable  without  regard  to  the  date 
of  the  creation  of  the  first  power,  or  (b) 
(if  the  applicable  rule  against  perpetui¬ 
ties  is  stated  in  terms  of  suspension  of 
ownership  or  of  the  power  of  alienation, 
rather  than  of  vesting)  suspend  the 
absolute  ownership  or  the  power  of 
alienation  of  the  property  for  a  period 
ascertainable  without  regard  to  the  date 
of  the  creation  of  the  first  power, 

(2)  For  p\u*poses  of  the  application  of 
section  2041  (a)  (3).  the  value  of  the 
property  subject  to  the  second  power  of 
appointment  is  considered  to  be  its  value 
unreduced  by  any  precedent  or  subse¬ 
quent  interest  which  is  not  subject  to  the 
second  power.  Thus,  if  a  decedent  has 
a  power  to  appoint  by  will  $100,000  to 
a  group  of  persons  consisting  of  his  chil¬ 
dren  and  grandchildren  and  exercises 
the  power  by  making  an  outright  ap¬ 
pointment  of  $75,000  and  by  giving  one 
appointee  a  power  to  appoint  $25,000, 
no  more  than  $25,000  will  be  includible 
in  the  decedent’s  gross  estate  under  sec¬ 
tion  2041  (a)  (3).  If ,  however,  the  dece¬ 
dent  appoints  the  income  from  the  entire 
fimd  to  a  beneficiary  for  life  with  power 
in  the  beneficiary  to  appoint  the  re¬ 
mainder  by  will,  the  entire  $100,000  will 
be  includible  in  the  decedent’s  gross  es¬ 
tate  under  section  2041  (a)  (3)  if  the 
exercise  of  the  second  power  can  validly 
postpone  the  vesting  of  any  estate  or 
interest  in  the  property  or  can  suspend 
the  absolute  ownership  or  power  of 
alienation  of  the  property  for  a  period 
ascertainable  without  regard  to  the  date 
of  the  creation  of  the  first  power. 

(f)  Examples.  'The  application  of  this 
section  may  be  further  illustrated  by  the 
following  examples,  in  each  of  which  it 
is  assiuned,  imless  otherwise  stated,  that 
S  has  transferred  property  in  trust  after 
October  21,  1942,  with  the  remainder 
payable  to  R  at  L’s  .death,  and  that 
neither  L  nor  R  has  any  interest  in  or 
power  over  the  enjoyment  of  the  trust 
property  except  as  is  indicated  sepa¬ 
rately  in  each  example: 

Example  (1).  Income  Is  directed  to  be 
paid  to  L  during  his  lifetime  at  the  end  of 
each  year,  if  living.  L  has  an  unrestricted 
power  during  his  lifetime  to  cause  the  in¬ 
come  to  be  distributed  to  any  other  person, 
but  no  power  to  cause  it  to  be  acciunulated. 
At  L’s  death,  no  part  of  the  ti^ust  property 
is  includible  in  L’s  gross  estate  since  L  had 
a  power  to  dispose  of  only  his  income  inter¬ 
est,  a  right  otherwise  possessed  by  him. 

Example  (2).  Income  is  directed  to  be 
accumulated  during  L’s  life  but  L  has  a  non- 
cumulative  power  to  distribute  $10,000  of 
each  year’s  income  to  himself.  Unless  L’s 
power  is  limited  by  an  ascertainable  stand¬ 
ard  (relating  to  his  health,  etc.),  as  defined 
in  paragraph  (c)  (2)  of  §  20.2041-1,  he  has 
a  general  power  of  appointment  over  $10,000 
of  each  year’s  income,  the  lapse  of  which  may 
cause  a  portion  of  any  income  not  distrib¬ 
uted  to  be  included  in  his  gross  estate  under 
section  2041.  See  subparagraphs  (3),  (4), 
and  (5)  of  paragraph  (d)  of  this  section. 
Thus,  if  the  trust  income  diulng  the  year 
amounts  to  $20,000,  L's  failure  to  distribute 
any  of  the  income  to  himself  constitutes  a 
lapse  as  to  $5,000  (i.  e.,  the  amount  by  which 
-$10,000.  exceeds  $5,000).  If  L’s  power  were 


cumulative  (1.  e.,  tf  the  power  did  not  lapse 
at  the  end  of  each  year  but  lapsed  only  by 
reason  of  L’s  death) ,  the  total  acc\imulations 
which  L  chose  not  to  distribute  to  himself 
immediately  before  his  death  would  be  in¬ 
cludible  in  his  gross  estate  under  section 
2041. 

Example  (3).  L  is  entitled  to  all  the  in¬ 
come  during  his  lifetime  and  has  an  un¬ 
restricted  power  to  cause  corpus  to  be 
distributed  to  himself.  L  had  a  general 
power  of  appointment  over  the  corpus  of  the 
trust,  and  the  entire  corpus  as -of  the  time  of 
his  death  is  includible  in  his  gross  estate 
under  section  2041. 

Example  (4).  Income  was  payable  to..L 
during  his  lifetime.  R  has  an  unrestricted 
power  to  cause  corpxis  to  be  distributed  to  L. 
R  dies  before  L.  In  such  case,  R  has  only 
a  power  to  dispose  of  his  remainder  interest, 
the  value  of  which  is  includible  in  his  gross 
estate  under  section  2033,  and  nothing  in 
addition  would  be  includible' under  section 
2041.  If  in  this  example  R’s  remainder  were 
contingent  on  his  surviving  L,  nothing  would 
be  includible  in  his  gross  estate  under  either 
section  2033  or  2041.  While  R  would  have 
a  power  of  appointment,  it  would  not  be  a 
general  power. 

Example  (5).  Income  was  payable  to  L 
dmit^  his  lifetime.  R  has  an  unrestricted 
power  to  cause  corpus  to  be  distributed  to 
himself.  R  dies  before  L.  While  the  value 
of  R’s  remainder  Interest  is  includible  in  his 
gross  estate  under  section  2033,  R  also  has  a 
general  power  of  appointment  over  the  en¬ 
tire  trust  corpus.  Under  such  circumstances, 
the  entire  value  of  the  trust  corpus  is  in¬ 
cludible  in  R’s  gross  estatd  under  section 
2041. 

§  20.2042  Statutory  provisions;  pro^ 
ceeds  of  life  insurance. 

Sec.  2042.  Proceeds  of  life  insurance. 
The  value  of  the  gross  estate  shall  include 
the  value  of  all  property — 

(1)  Receivable  by  the  executor.  To  the 
extent  of  the  amount  receivable  by  the  ex¬ 
ecutor  as  InsTirance  under  policies  on  ,the 
life  of  the  decedent. 

(2) '  Receivable  by  other  beneficiaries.  To 
the  extent  of  the  amount  receivable  by  all 
other  beneficiaries  as  insurance  under  poli¬ 
cies  on  the  life  of  the  decedent  with  respect 
to  which  the  decedent  possessed  at  his  death 
any  of  the  Incidents  of  ownership,  exercis¬ 
able  either  alone  or  in  conjunction  with  any 
other  person.  For  piuposes  of  the  preced¬ 
ing  sentence,  the  term  “incident  of  owner¬ 
ship’*  includes  a  reversionary  interest 
(whether  arising  by  the  express  terms  of 
the  policy  or  other  instniment  or  by  opera¬ 
tion  of  law)  only  if  the  value  of  such  re¬ 
versionary  Interest  exceeded  5  percent  of 
the  value  of  the  policy  immediately  before 
the  death  of  the  decedent.  As  used  in  this 
paragraph,  the  term  “reversionary  interest” 
Includes  a  possibility  that  the  policy,  or  the 
proceeds  of  the  policy,  may  retiurn  to  tiie 
decedent  or  his  estate,  or  may  be  subject  to  a 
power  of  disposition  by  him.  The  value  of 
a  reversionary  interest  at  any  time  shall 
be  determined  (without  regard  to  the  fact 
of  the  decedent’s  death)  by  usual  methods 
of  valuation,  including  the  use  of  tables  of 
mortality  and  actuarial  principles,  pursuant 
to  regulations  prescribed  by  the  Secretary 
or  his  delegate.  '  In  determining  the  value 
of  a  possibility  that  the  policy  or  proceeds 
thereof  may  be  subject  to  a  power  of  dis¬ 
position  by  the  decedent,  such  possibility 
shall  be  valued  as  if  it  were  a  possibility 
that  such  policy  or  proceeds  may  return  to 
the  decedent  or  his  estate. 

§  20.2042-1  Proceeds  of  life  insur¬ 
ance — (a)  In  general.  (1)  Section  2042 
provides  for  the  inclusion  in  a  decedent’s 
gross  estate  of  the  proceeds  of  insurance 
on  the  decedent’s  life  (i)  receivable  by 


or  for  the  benefit  of  the  estate  (see  para, 
graph  (b)  of  this  section),  and  (ii)  yg. 
ceivable  by  other  beneficiaries  (see 
paragraph  (c)  of  this  section).  The 
term  “insurance”  refers  to  life  insuraoee 
of  every  description,  includi^  death 
benefits  paid  by  fraternal  beneficial  so- 
cieties  operating  under  the  }odge  system.  > 

(2)  Proceeds  of  life  insurance  which 
are  not  includible  in  the  gross  estate  un¬ 
der  section  2042  may,  depending  upon 
the  facts  of  the  particular  case,  be  in¬ 
cludible  under  some  other  section  of  part 
III  of  subchapter  A  of  chapter  11. 
example,  if  the  decedent  possessed  in¬ 
cidents  of  ownership  in  an  insurance 
policy  on  his  life  but  gratuitously  trans¬ 
ferred  all  rights  in  tbe  policy  in  con¬ 
templation  of  death,  the  proceeds  would 
be  includible  under  section  2035.  SecUon 
2042  has  no  application  to  the  incluskm 
in  the  gross  estate  of  the  value  of  rights 
in  an  insurance  policy  on  the  life  of  a 
person  other  than  the  decedent,  or  the 
value  of  rights  in  a  combination  annuity 
contract  and  life  insurance  policy  on  t^ 
decedent’s  life  (L  e.,  a  “retirement  in¬ 
come”  policy  with  death  benefit  or  an 
“endowment”  policy)  under  whiclL  there 
was  no  insurance  element  at  the  time  of 
the  decedent’s  death  (see  paragraph  (d) 
of  §  20.2039-1). 

(3)  The  amount  to  be' included  in  the 
gross  estate  under  section  2042  is  the  full 
amount  receivable  under  the  policy,  n 
the  proceeds  of  the  policy  are  made  pay. 
able  to  a  beneficiary  in  the  form  of  an 
annuity  for  life  or  for  a  term  of  yean, 
the  amount  to  be  included  in  the  groa 
estate  is  the  on^  sum  payable  at  death 
under  an  option  which  could  have  been 
exercised  either  by  the  insured  or  by  the 
beneficiary,  or  if  no  option  was  granted, 
the  sum  used  by  the  insurance  company 
in  .determining  the  amount  of  the 
annuity. 

(b)  Receivable  by  or  for  the  benefit  of 
the  estate.  (1)  Section  2042  requires  the, 
inclusion  in  the  gross  estate  of  the  pro- 
ceeds  of  insurance  on  the  decedent’s  life 
receivable  by  the  executor  or  adminls« 
trator,  or  payable  to  the  decedent’s 
estate.  It  makes  no  difference  whether 
or  not  the  estate  is  specifically  named 
as  the  beneficiary  under  the  terms  of  the 
policy.  Thus,  if  imder  the  terms  of  an 
insurance  policy  the  proceeds  are  receiv¬ 
able  by  another  beneficiary  but  an 
subject  to  an  obligation,  legally  bind- 
ing  upon  the  other  beneficiary,  to  pay 
taxes,  debts,  or  other  charges  enforce* 
able  against  the  estate,  then  the  amount 
of  such  proceeds  required  for  the  pay¬ 
ment  in  full  (to  the  extent  of  the  bene¬ 
ficiary’s  obligation)  of  such  taxes,  debts, 
or  other  charges  is  includible  in  the  gross 
estate.  Similarly,  if  the  decedent  pur¬ 
chased  an  insurance  policy  in  favor  of 
another  person  or  a  corporation  as  (bi¬ 
lateral  security  for  a  loan  or  other  ac¬ 
commodation,  its  proceeds  are  considered 
to  be  receivable  for  the  benefit  of  the 
estate.  The  amount  of  the  loan  out-, 
standing  at  the  date  of  the  decedent’s 
death,  with  interest  accrued  to  that  date, 
will  deductible  in  determining  tbs 
taxable  estate.  See  §  20.2053^. 

(2)  If  the  proceeds  of  an  insuranbe 
policy  "made  payable  to  the  decedent’s 
estate  are  community  assets  under  the 
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vw-T  eommunity  property  law  and.  as  a 
SSl  (me-half  of  the  proceeds  belongs 
IfSe  decedent’s  spouse,  then  only  one- 
hoW  of  the  proceeds  is  considered  to  be 
SSivable  by  or  for  the  benefit  of  the 

dSedent’s  estate.  ^  ^  . 

Receivable  by  other  beneficiaries. 

Section  2042  requires  the  inclusion 
to  the  gross  estate  of  the  proceeds  of 
Ssurance  on  the  decedent’s  life  not  re- 
SvaWe  by  or  for  the  benefit  of  the  estate 

the  decedent  possessed  at  the  date  of 
^  death  any  of  the  incidents  of 
o^ynership  in  the  policy,  exercisable 
either  alone  or  in  conjunction  with  any 
other  person.  However,  if  the  decedent 
did  not  possess  any  of  such  incidents  of 
o^ynership  at  the  time  of  his  death  nor 
transfer  them  in  contemplation  of  death, 
no  part  of  the  proceeds  would  be  in¬ 
cludible  in  his  gross  estate  imder  section 
2042.  Thus,  if  the  decedent  owned  a 
policy  of  ii^urance  on  his  life  and,  4 

before  his  death,  irrevocably  as¬ 
signed  his  entire  interest  in  the  policy  to 
his  wife  retaining  no  reversionary  inter¬ 
est  the^'Pi^  (see  subparagraph  (3)  of  this 
paragraph),  the  proceeds  of  the  policy 
would  not  be  includible  in  his  gross  estate 
under  section  2042. 

(2)  For  purposes  of  this  paragraph, 
the  term  “incidents  of  ownership’’  is  not 
limited  in  its  meaning  to  ownership  of 
the  policy  in  the  technical  legal  sense. 
Generally  speaking,  the  term  has  refer¬ 
ence  to  the  right  of  the  insured  or  his 
estate  to  the  economic  benefits  of  the 
policy.  Thus,  it  includes  the  power  to 
chan^  the  beneficiary,  to  surrender  or 
cancel  the  policy,  to  assign  the  policy,  to 
moke  an  assignment',  to  pledge  the 
policy  for  a  loan,  or  to  obtain  from  the 
insurer  a  loan  against  the  surrender 
?alae  of  the  policy,  etc.  Similarly,  the 
term  includes  a  power  to  change  the 
beneficiary  reserved  to  a  corporation  of 
which  the  decedent  is  sole  stockholder. 

(3)  The  term  “incidents  of  owner¬ 
ship*’  also  includes  a  reversionary  in¬ 
terest  in  the  policy  or  its  proceeds, 
whether  arising  by  the  express  terms,  of 
file  policy  or  other  instrument  or  by  op¬ 
eration  of  law,  but  only  if  the  value  of 
tiie  reversionary  interest  immediately 
before  the  death  of  the  decedent  exceed¬ 
ed  5  percent  of  the  value  of  the  policy. 
As  used  in  this  subparagraph,  the  term 
•reversionary  interest”  includes  a  possi¬ 
bility  that  the  policy  or  its  proceeds  may 
return  to  the  decedent  or  his  estate  and 
a  possibility  that  the  policy  or  its  pro¬ 
ceeds  may  become  subject  to  a  power 
of  disposition  by  him..  In  order  to  de¬ 
termine  whether  or  not  the  value  of  a  re¬ 
versionary  interest  immediately  before 
the  death  of  the  decedent  exceeded  5  per¬ 
cent  of  the  value  of  the  policy,  the 
principles  contained  in  paragraph  (c) 
(3)  and  (4)  of  §  20.2037-1,  insofar  as 
applicable,  shall  be  followed  under 
^  subparagraph.  In  that  coimection, 
there  must  be  specifically  taken  into  cqn- 
tideration  any  incidents  of  ownership 
held  by  others  immediately  before  the 
decedent’s  death  which  would  affect  the 
value  of  the  reversionary  interest.  For 
example,  the  decedent  would  not  be  con- 
aidered  to  have  a  reversionary  interest 
hi  the  policy  of  a  value  in  excess  of  5 
percent  if  the  power  to  obtain  the  cash 
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surrender  value  existed  in  some  other 
person  immediately  before  the  decedent’s 
death  and  was  exercisable  by  such  other 
person  alone  and  in  all  events.  The 
terms  “reversionary  interest”  and  “In¬ 
cidents  of  ownership”  do  not  include  the 
possibility  that  the  decedent  might  re-  . 
ceive  a  policy  or  its  proceeds  by  inherit¬ 
ance  through  the  estate  of  another  per¬ 
son,  or  as  a  surviving  spouse  under  a 
statutory  right  of  election  or  a  similar 
right. 

(4)  A  decedent  is  considered  to  have 
an  “incident  of  ownership”  in  an  insur¬ 
ance  policy  on  his  life  held  in  trust  if, 
under  the  terms  of  the  policy,  the  dece¬ 
dent  (either  alone  or  in  conjunction  with 
another  person  or  persons)  has '  the 
power  (as  trustee  or  otherwise)  to 
change  the  beneficial  ownership  in  the 
policy  or  its  proceeds,  or  the  time  or 
manner  of  enjoyment  thereof,  even 
though  the  decedent  has  no  beneficial 
interest  in  the  trust.  Moreover,  assum¬ 
ing  the  decedent  created  the  trust,  such 
a  power  may  result  in  the  inclusion  in 
the  decedent’s  gross  estate  under  section 
2036  or  2038  of  other  property  trans¬ 
ferred  by  the  decedent  to  the  trust  if,  for 
example,  the  decedent  has  the  power  to 
surrender  the  insurance  policy  and  if  the 
income  otherwise  used  to  pay  premiums 
on  the  policy  would  become  currently 
payable  to  a  beneficiary  of  the  trust' in 
the  event  that  the  policy  were  sur¬ 
rendered. 

(5)  As  an  additidhal  st^  in  determin¬ 
ing  whether  or  not  a  decedent  possessed 
any  incidents  of  ownership  in  a  policy 
or  any  part  of  a  policy,  regard  must  be 
given  to  the  effect  of  the  State  or  other 
applicable  law  upon  the  terms  of  the 
policy.  For  example,  assume  that  the 
decedent  purchased  a  policy  of  insiurance 
on  his  life  with  funds  held  by  him  and 
his  surviving  wife  as  cmnmunity  prop¬ 
erty,  designating  their  son  as  beneficiary 
but  retaining  the  right  to  surrender  the 
policy.  Under  the  local  law,  the  pro¬ 
ceeds  upon  surrender  would  have  inured 
to  the  marital  community.  Assuming 
that  the  policy  is  not  surrendered  and 
that  the  son  receives  the  proceeds  on 
the  decedent’s  death,  the  wife’s  transfer 
of  her  one-half  interest  in  the  policy  was 
not  considered  absolute  before  the  de¬ 
cedent’s  death.  Upon  the  wife’s  prior 
death,  one-half  of  the  value  of  the  policy 
would  have  been  included  in  her  gross 
estate.  Under  these  circumstsmces,  the 
power  of  surrender  possessed  by  the  de¬ 
cedent  as  agent  for  his  wife  with  respect 
to  one-half  of  the  policy  is  not,  for  pur¬ 
poses  of  this  section,  an  “incident  of  own¬ 
ership”,  and  the  decedent  is,  therefore, 
deemed  to  possess  an  incident  of  owner¬ 
ship  in  only  one-half  of  the  policy. 

§  20.2043  Statutory  provisions;  trans¬ 
fers  for  insufficient  consideration. 

Sec.  2043.  Transfers  for  insufficient  con¬ 
sideration — (a)  In  general.  If  any  one  of 
the  transfers,  trusts,  interests,  rights,  or 
powers  enumerated  and  described  In  sections 
2035  to  2038,  inclusive,  and  section  2041  is 
made,  created,  exercised,  or  relinquished  for 
a  consideration  In  money  or  moneys  worth, 
but  is  not  a  bona  fide  sale  for  an  adequate 
and  full  consideration  in  money  or  money’s 
worth,  there  shall  be  included  in  the  gross 
estate  only  the  excess  of  the  fair  market 
value  at  the  time  of  death  of  the  property 


otherwise  to  be  included  on  account  of  such 
transaction,  over  the  value  of  the  considera¬ 
tion  received  therefor  by  the  decedent. 

(b)  Marital  rights  not  treated^  as  consid¬ 
eration.  For  purposes  of  this  chapter,  a  re¬ 
linquishment  or  promised  relinquishment  of 
dower  or  curtesy,  or  of  a  statutory  estate 
.created  in  lieu  of  dower  or  curtesy,  or  of 
other  marital  rights  in  the  decedent's  prop¬ 
erty  or  estate,  shall  not  be  considered  to  any 
extent  a  consideration  “in  moivey  or  money’s 
worth.” 

§  20.2043-1  Transfers  for  insufficient 
consideration — (a)  In  general.  'The 
transfers,  trusts,  interests,  rights  or 
powers  enumerated  and  described  in 
sections  2035  through  2038  and  section 
2041  are  not  subject  to  the  Federal  estate 
tax  if  made,  created,  exercised,  or  relin¬ 
quished  in  a  transaction  which  consti¬ 
tuted  a  bona  fide  sale  for  an  adequate 
and  full  consideration  in  money  or 
money’s  worth.  To  constitute  a  bmm 
fide  sale  for  an  adequate  and  full  con¬ 
sideration  in  money  or  money’s  worth, 
the  transfer  must  have  been  made  in 
good  faith,  and  the  price  must  have  been 
an  adequate  and  full  equivalent  reducible 
to  a  money  value.  If  the  price  was  less 
than  such  a  consideration,  only  the  ex¬ 
cess  of  the  fair  market  value  of  the 
pre^rty  (as  of  the  applicable  valuation 
date)  over  the  price  received  by  the  de¬ 
cedent  is  included  in  ascertaining  the 
value  of  his  gross  estate. 

(b)  Marital  rights  and  support  obli¬ 
gations.  For  purposes  of  chapter  11,  a 
relinquishment  or  promised  relinquish¬ 
ment  of  dower,  curtesy,  or  a  statutory 
estate  created  in  lieu  of  dower  or  curtesy, 
of  of  other  marital  rights  in  the  dece¬ 
dent’s  property  or  estate.  Is  not  to  any 
extent  a  consideration  in  “money  or 
money’s  worth.” 

§  20.2044  Statutory  provisions;  prior 
interests. 

Sec.  2044.  Prior  interests.  Except  as 
otherwise  specifically  provided  therein,  sec¬ 
tions  2034  to  2042.  inclusive,  shall  apply  to 
the  transfers,  trusts,  estates,  interests,  rights, 
powers,  and  relinquishment  of  powers,  aw 
severaUy  enumerated  and  described  therein, 
whenever  made,  created,  arising,  existing,  ex¬ 
ercised,  or  relinquished. 

§  20.2044-1  Applicability  to  pre-exist¬ 
ing  transfers  or  interests.  Sections  2034 
through  2042  are  applicable  regardlc^  of 
when  the  interests  and  events  referred  to 
in  those  sections  were  created  or  took 
place,  except  as  otherwise  provided  in 
those  sections  and  the  regulations 
thereunder. 

TAXABLE  ESTATE 

i  20.2051  statutory  provisions;  defi¬ 
nition  of  taxable  estate. 

Sec.  2051.  Definitiok  of  taxable  estate. 
For  purposes  of  the  tax  imposed  by  section 
2001,  the  value  of  the  taxable  estate  shaU 
be  determined  by  deducting  from  the  value 
of  the  gross  estate  the  exemption  and 
deductions  provided  for  in  this  part. 

§  20.2051-1  Definition  of  taxable  es¬ 
tate.  The  taxable  estate  of  a  decedent 
who  was  a  citizen  or  resident  (see  para¬ 
graph  (b)  (1)  U)  eff  S  20.0-1)  of  the 
United  States  at  the  time  of  his  death  is 
determined  by  subtracting  the  total 
amount  of  the  deductions  authorized  tor 
secti<ms  2062  through  2056  from  the  to¬ 
tal  amount  which  must  be  included  in  the 
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estate  under  sections  2031  through  edness  shall,  when  founded  on  a  promise  or  [Sec.  2053  as  amended  by  sec.  2,  Act 

These  deductions  are  in  general  agreement,  be  limited  to  the  extent  that  they  20.  '  -  . 

|,  were  contracted  bona  fide  and  for  an  ade- 

tan  nnn  quate  and  full  consideration  In  money  or 

An  exemption  of  $60,000  (section  money’s  worth;  except  that  In  any  case  in 

•  a  which  any  such  claim  Is  fotinded  on  a  prom> 

Funeral  and  administration  ex*  Ise  or  agreement  of  the  decedent  to  make 
s  and  claims  against  the  estate  a  contribution  or  gift  to  or  for  the  use  of 
iding  certain  taxes  and  charitable  any  donee  described  in  section  2055  for 
es)  (section  2053)  *  purposes  specified  therein,  the  deduction 

Losses  from  casualty  or  theft  f 

~  4-v.a  Shall  be  limited  to  the  extent  that  It  would 

g  the  administration  of  the  estate  allowable  as  a  deduction  under  section 

on  2054);  ,  •  ,  2055  If  such  promise  or  agreement  constl- 

Ch&ritoblc  tr£txisf6rs  (section  tuted  &  bequest. 

;  and  (B)  certain  taxes.  Anv  Income  taxes  on 

The  marital  deduction  (section  income  received  after  the  death  of  the  de¬ 
cedent.  or  property  taxes  not  accrued  before 
his  death,  or  any  estate,  succession,  legacy, 
section  2106  and  the  regulations  or  inheritance  taxes,  shall  not  be  deductible 
under  for  the  computation  of  the  under  this  section. 

lie  estate  of  a  decedent  who  wa§  not  (2^  Limitations  applicable  only  to  subsec- 
sen  or  resident  of  the  United  States.  ^^®  a*nounts  de- 

ilso  §  1.642  (g)-l  of  this  chapter  scribed  to  subsection  (a)  there  shall  be  dls-  for- 

allowed  the  amount  by  which  the  deductions 
iming  the  d^allowance  for  income  gpedfled  therein  exceed  the  value,  at  the  time 
purposes  of  certam  deductions  Qf  decedent’s  death,  of  property  subject 
ed  for  estate  tax  purposes.  to  claims,  except  to  the  extent  that  such 

n  OARO  '  deductlons  represent  amounts  paid  before 

).2052  Statutory  provisions,  ex-  the  date  prescribed  for  the  filing  of  the  estate 

tax  return.  For  purposes  of  this  section, 

,  2052.  Exemption.  For  purposes  of  the  term  “property  subject  to  claims’’  means 
IX  Imposed  by  section  2001,  the  value  property  Includible  to  the  gross  estate  of  the 
( taxable  estate  shall  be  determined  by  decedent  which,  or  the  avails  of  which,  would 
ting  from  the  value  of  the  gross  estate  under  the  applicable  law,  bear  the  burden 
emptlon  of  (60,000.  of  the  payment  of  such  deductions  to  the 

final  adjustment  and  settlement  of  the  estate, 

).2052-l  Exemption.  An  exemp-  except  that  the  value  of  the  property  shall 
)f  $60,000  is  allowed  as  a  deduction  be  reduced  by  the  amount  of  the  deduction 
I*  section  2052  from  the  gross  estate  under  section  2054  attributable  tw  such 
lecedent  who  was  a  citizen  or  resi-  property. 

of  the  United  States  at  the  time  of  Certain  state  death  taxes— iV)  General 

Sth  For  amoimt  of  t^  ex-  Notwithstanding  the  provisions  of  sub- 

eain.  iror  me  amount  01  me  ex-  gectlon  (c)  (l)  (B)  of  this  section,  for  pur- 

lon  allowed  as  a  deduction  from  the  poses  of  the  tax  imposed  by  section  2001  the 
^tate  of  a  decedent  who  was  a  value  of  the  taxable  estate  may  be  deter- 
^ident  not  a  citizen  of  the  United  mined,  if  the  executor  so  elects  before  the 
S,  see  paragraph  (a)  (3)  of  expiration  of  the  period  of  limitation  for  n 

IIO6-I.  assessment  provided  to  section  6501,  by  de¬ 

ducting  from  the  value  of  the  gross  estate 
D.2053  Statutory  provisions;  ex-  the  amount  (as  determined  to  accordance 
(s,  indebtedness,  and  taxes.  with  regulations  prescribed  by  the  Secretary 

2059  Exnenseo  indehtedtn>^<t  nrtd  “  delegate)  of  any  estate,  succession, 

Gent^^ie  Fo?  nmSes  ^  ^®8acy  or  Inheritance  tax  Imposed  by  a  State 
(a)  irenerai  rule,  tor  pur^ses  of  territory  or  the  District  of  Columbia,  or 

uc  Imposed  by  section  2001,  the  value  onv  nossession  of  the  United  States  unon  a 
s  taxable  estate  shall  be  determined  by  I^ssession  or  tne  unitea  ,upon  a 

♦4^  ^  transfer  by  the  decedent  for  public,  char- 

^  ^  ^  ^  estate  liable,  or  religious  uses  described  to  section 

^r  f\m^al  exnenses  ^055  or  2106  (a)  (2).  The  election  shall  be 

exercised  to  accordance  with  regulations  pre- 

r  1  "1TcZ^ln7<^Vu>ZTe  Tie^tion. 

mortgages  on.  or  any  in-  ^o  deduction  shall  be  allowed  under  para- 
dn^  in  respect  of  property  where  the  ^  ^  ^  State  death  tax  specified 

,  4  ®  interest  thereto,  thereto  unless  the  decrease  to  the  tax  Im- 

nlnlsh^  ^  such  mortgage  or  Indebted-  l,y  ggctlon  2001  which  results  from  the 

Is  included  to  the  value  of  the  gross  deduction  provided  for  to  paragraph  (1)  will 

invire  solely  for  the  benefit  of  the  public, 
i  aUowable  by  the  laws  of  the  jurlsdic-  charitable,  or  religious  transferees  described 
whether  within  or  without  the  United  in  section  2055  or  section  2106  (a)  (2).  In 
5,  under  which  the  estate  is  being  ®ny  case  where  the  tax  Imposed  by  section 
alstered.  2001  Is  eqtiltably  apportioned  among  all  the 

Other  administration  expenses.  Sub-  transferees  of  property  included  to  the  gross 
»  the  limitations  to  paragraph  (1)  of  estate.  Including  those  described  to  sections 
ctlon  (c),  there  shall  be  deducted  to  2055  and  2106  (a)  (2)  (taking  Into  account 
mining  the  taxable  estate  amounts  rep-  ®ny  exemptions,  credits,  or  deductions  al- 
tlng  expenses  Incurred  to  administering  lowed  by  this  chapter ) ,  to  determining  such 
Tty  not  subject  to  claims  which  Is  in-  decrease,  there  shall  be  disregarded  any  de- 
d  to  the  g;ross  estate  to  the  same  extent  crease  in  the  Federal  estate  tax  which  any 
amounts  would  be  allowable  as  a  deduc-  transferees  other  than  those  described  to 
under  subsection  (a)  If  such  property  sections  2055  and  2106  (a)  (2)  are  required 
subject  to  claims,  and  such  amounts  i-o  P®y- 

aid  before  the  expiration  of  the  period  (2)  of  deduction  on  credit  for  State 

mltatlon  for  assessment  provided  in  death  taxes.  See  section  2011  (e)  for  the 
>n  6501.  effect  of  a  deduction  taken  under  this  sub- 

'  Limitations— (1)  Limitations  appli-  section  on  the  credit  for  State  death  taxes. 
to  subsections  (a)  and  (b)— (A)  Con-  (®)  Marital  rights.  For  provisions  that  re- 
ition  for  claims.  The  deduction  allowed  Unquishment  of  marital  rights  shall  not  be 
tls  section  to  the  case  of  claims  against  deemed  a  consideration  “In  money  or  money’s 
state,  vmpaid  mortgages,  or  any  Indebt-  worth,’’  see  section  2043  (b). 


tfpfcb.  i 

23)1  ”  ’ 

§  20.2053-1  Deductions  for  expenstt 
indebtedness,  and  taxes;  in  general 

(a)  General  rule.  In  detennin^  xbt 
taxable  estate  of  a  decedent  who  was  a 
citizen  or  resident  of  the  United  States  at 
the  time  of  his  death,  there  are  allowed 
as  deductions  under  section  2053  (a)  and 

(b)  amounts  falling  within'  the  follow, 
ing  two  categories  (subject  to  the  limitai 
tions  contained  in  this  section  and  in 
§§  20.2053-2  through  20.2053-9) : 

(1)  First  category.  Amounts  whidi 
are  payable  out  of  property  subject  to 
claims  and  which  are  allowable  by  tbe 
law  of  the  jurisdiction,  whether  within 
or  without  the  United  States,  under 
which  the  estate  is  being  administered 
for— 

(i)  Funeral  expenses; 

(ii)  Administration  expeiises; 

(iii)  Claims  against  the  estote  (in. 
eluding  taxes  to  the  extent  set  forth  in 
§  20.2053-6  and  charitable  pledges  to  the 
extent  set  forth  in  §  20.2053-5) ;  and 

(iv)  Unpaid  mortgages  on.  or  any  in. 
debtedness  in  respect  of,  property,  the 
value  of  the  decedent’s  interest  in  which 
is  included  in  the  value  of  the  groai 
estate  undiminished  by  the  mortgage  n 
'indebtedness. 

As  used  in  this  subparagraph,  the  phrase 
'allowable  by  the  law  of  the  jurisdic¬ 
tion”  means  allowable  by  the  law  govern¬ 
ing  the  administration  of  ^decedentsf 
estates.  The  phrase  has  no  reference  to 
amounts  allowable^  deductions  under 
a  law  which  imposes  a  State  death  tu. 
See  further  §§  20.2053-2  through  20.2053- 


(2)  Second  category.  Amoimts  repre¬ 
senting  expenses  incurred  in  administa- 
ing  property  which  is  included  in  the 
gross  estate  but  which  is  not  subject  to 
claims  and  which — 

(1)  Would  be  allowed  as  deductions  in 
the  first  category  if  the  property  being 
administered  were  subject  to  claims;  and 

(ii)  Were  paid  before  the  expiration 
of  the  period  of  limitation  for  assessment 
provided  in  section  6501. 

See  further  §  20.2053-8. 

(b)  Provisions  applicable  to  both  cate¬ 
gories — (1)  In  general.  If  the  item  is 
not  one  of  those  described  in  paragraph 
(a)  of  this  section,  it  is  not  deductible 
merely  because  payment  is  allowed  by 
the  local  law.  If  the  amount  which  may 
be  expended  for  the  particular  purpose 
is  limited  by  the  local  law  no  deducti(m 
in  excess  of  that  limitation  is  per¬ 
missible. 

(2)  Effect  of  court  decree.  The  de¬ 
cision  of  a  local  court  as  to  the  amount 
and  allowability  under  local  law  of  » 
claim  or  administration  expense  will 
ordinarily  be  accepted  if  the  court  passes 
upon  the  facts  upon  which  deductibility 
depends.  If  the  court  does  not  pass  upon 
those  facts,  its  decree  will,  of  course,  not 
be  followed.  For  example,  if  the  ques¬ 
tion  before  the  court  is  whether  a  claim 
should  be  allowed,  the  decree  allowing  it 
will  ordinarily  be  accepted  as  establish¬ 
ing  the  validity  and  amount  of  the  claim. 


However,  the  decree  will  not  necessarily 
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^  accepted  even  though  It  purports  to 
SLSnhe  facts  upon  which  deductibUity 
It  must  appear  that  the  court 
passed  upon  the  merits  of  the 
ISm.  This  wiU  be  presumed  in  all 
of  an  active  and  genuine  contest. 
«toe  result  reached  appears  to  be  un- 
iLsonable,  this  is  some  evidence  that 
^jewas  not  such  a  contest,  but  it  may 
he  rebutted  by  proof  to  the  contrary. 

the  decree  was  rendered  by  consent,  it 
will  be  accepted,  provided  the  consent  was 
a  bona  fide  recognition  of  the  validity 
of  the  claim  (and  not  a  mere  cloak  for 
a  gift) -and  was  accepted  by  the  court 
as  satisfacto^  evidence  upon  the  merits. 
It  will  be  presumed  that  the  consent  was 
of  this  character,  and  was  so  accepted. 
If  given  by  all  parties  having  an  interest 
adverse  to  the  claimant.  The  decree 
not  be  accepted  if  it  is  at  variance 
with  the  law  of  the  State;  as,  for  ex¬ 
ample,  an  allowance  made  to  an  executor 
in  excess  of  that  prescribed  by  statute. 
On  the  other  hand,  a  deduction  for  the 
amount  of  a  bona  fide  indebtedness  of 
the  decedent,  or  of  a  reasonable  expense 
of  administration,  will  not  be  denied  be¬ 
cause  no  court  decree  has  been  entered 
if  the  amount  would  be  allowable  under 
local  law. 

(3)  Estimated  amounts.  An  item  may 
be  entered  on  the  return  for  deduction 
though  its  exact  amount  is  not  then 
known,  provided  it  is  ascertainable  with 
reasonable  certainty,  and  will  be  paid. 
No  deduction  may  be  taken  upon  the 
basis  of  a  vague  or  uncertain  estimate. 
S  die  amount  of  a  liability  was  not  as¬ 
certainable  at  the  time  of  final  audit  of 
the  return  by  the  district  director  and,  as 
a  consequence,  it  was  not  allowed  as  a 
deduction  in  the  audit,  and  subsequently 
the  amoimt  of  the  liability  is  ascertained, 
relief  may  be  sought  by  a  petition  to  the 
Tax  Court  or  a  claim  for  refund  as  pro¬ 
vided  by  sections  6213  (a)  and  6511, 
respectively. 

(c)  Provision  applicable  to  first  cate- 
ffori  only.  Deductions  of  the  first  cate¬ 
gory  (described  in  paragraph  (a)  (1) 
of  this  section)  are  limited  under  sec¬ 
tion  2053  (a)  to  amounts  which  would 
be  pr(^rly  allowable  out  of  property 
subject  to  claims  by  the  law  of  the  juris¬ 
diction  under  which  the  decedent’s  estate 
Is  being  administered.  Further,  the  total 
allowable  amoimt  of  deductions  of  the 
first  category  is  limited  by  section  2053 
(c)  (2)  to  the  sum  of — 

(1)  The  value  of  property  included  in 
the  decedent’s  gross  estate  and  subject 
to  claims,  plus  s 

(2)  Amoimts  paid,  out  of  property  not 
subject  to  claims  against  the  decedent’s 
estate,  within  15  months  after  the  de¬ 
cedent’s  death  (the  period  within  which 
the  estate  tax  return  must  be  filed  imder 
section  6075),  or  within  any  extension 
of  time  for  filing  the  return  granted 
under  section  6081. 

The  term  “property  subject  to  claims”  is 
defined  in  section  2053  (c)  (2)  as  mean¬ 
ing  the  property  includible  in  the  gross 
estate  which,  or  the  avails  of  which,  im¬ 
der  .the  applicable  law,  would  bear  the 
W^en  of  the  payment  of  these  deduc- 
tkms  in  the  final  adjustment  and  settle¬ 
ment  of  the  decedent’s  estate.  However, 
for  the  purposes  of  this  definition,  the 


value  of  property  subject  to  claims  is  first 
reduced  by  the  amount  of  any  deduction 
allowed  under  section  2054  for  any  losses 
from  casualty  or  theft  incurred  during 
the  settlement  of  the  estate  attributable 
to  such  property.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  examples: 

Example  (1).  The  only  Item  In  the  groes 
estate  Is  real  property  valued  at  $250,000 
which  the  decedent  and  his  surviving  spouse 
held  as  tenants  by  the  entirety.  'Under  the 
local  law  this  real  property  is  not  subject 
to  claims.  Funeral  exjjenses  of  $1,200  and 
debts  of  the  decedent  in  the  amount 
$1,500  are  aUowable  under  local  law.  Be¬ 
fore  the  pr.escribed  date  for  filing  the  estate 
tax  return,  the  surviving  spouse  paid  the 
funeral  expenses  and  $1,000  of  the  debts. 
The  remaining  $500  of  the  debts  was  paid 
by  her  after  the  prescribed  date  for  filing 
the  return.  The  total  amount  allowable  as 
deductions  under  section  2053  is  limited  to 
$2,200.  the  amount  paid  prior  to  the  pre¬ 
scribed  date  for  filing  the  return. 

Example  (2).  The  only  two' items  in  the 
gross  estate  virere  a  bank  deposit  of  $20,000 
and  insurance  in  the  amount  of  $150,000. 
The  insurance  was  payable  to  the  decedent’s 
surviving  spouse  and  under  local  law  was 
not  subject  to  claims.  Funeral  expenses  of 
$1,000  and  debts  in  the  amount  of  $29,000 
were  allowable  under  local  law.  A  son  was 
executor  of  the  estate  and  before  the  pre¬ 
scribed  date  for  filing  the  estate  tax  return 
he  paid  the  funeral  expenses  and  $9,000  of 
the  debts,  using  therefor  $5,000  of  the  bank 
deposit  and  $5,000  supplied  by  the  surviving 
spouse.  After  the  prescribed  date  for  filing 
the  return,  the  executor  paid  the  remaining 
$20,000  of  the  debts,  using  for  that  purpose 
the  $15,000  left  in  the  bank  account  plus 
an  additional  $5,000  supplied  by  the  surviv¬ 
ing  spouse.  The  total  amount  allowable  as 
deductions  under  section  2053  is  limited  to 
$25,000 '<$20 ,000  of  property  subject  to  claims 
plus  the  $5,000  additional  amount  which, 
before  the  prescribed  date  for  filing  the  re¬ 
turn,  was  paid  out  of  property  not  subject 
to  claims).  > 

(d)  Disallowance  of  double  deductions. 
See  secUon  642  (g)  and  §  1.642  (g)-l 
with  respect  to  the  disallowance  for  in¬ 
come  tax  purposes  of  certain  deductions 
unless  the  right  to  take  such  deductions 
for  estate  tax  purposes  is  waived! 

§  20.2053-2  Deduction  for  funeral  ex¬ 
penses.  Such  amounts  for  funeral  ex¬ 
penses  are  allowed  as  deductions  from 
a  decedent’s  gross  estate  as  (a)  are 
actually  expended,  (b)  would  be  properly 
allowable  out  of  property  subject  to 
claims  under  the  laws  of  the  local  juris¬ 
diction,  and  (c)  satisfy  the  requirements 
of  paragraph  (c)  of  S  20.2053-1.  A  rea¬ 
sonable  expenditure  for  a  tombstone, 
monument,  or  mausoleum,  or  for  a  burial 
lot,  either  for  the  decedent  or  his  family, 
including  a  reasonable  expenditure  for 
its  future  care,  may  be  deducted  under 
this  heading,  provided  such  an  expendi¬ 
ture  is  allowable  by  thp  local  law.  In¬ 
cluded  in  funeral  expenses  is  the  cost  of 
transportation  of  the  person  bringing 
the  body  to  the  place  of  buriaL 

§  20.2053-3  Deduction  for  expenses  of 
administering  estate — (a)  In  general. 
The  amounts  deductible  from  a  dece¬ 
dent’s  gross  estate  as  “administration 
expenses”  of  the  first  category  (see  para¬ 
graphs  (a)  and  (c)  of  §20.2053-1)  are 
limited  to  such  expenses  as  are  actually 
and  necessarily  incurred  in  the  admin¬ 
istration  of  the  decedent’s  estate;  that 


Is,  in  the  collection  oi  assets,  payment 
of  debts,  and  distribution  of  property  to 
the  persons  entitled  tq  it.  The  expenses 
contemplated  in  the  law  are  such  only 
as  attend  the  settlement  of  an  estate  and 
the  transfer  of  ttie  property  of  the  estate 
to  individual  beneficiaries  or  to  a  trustee, 
whether  the  trustee  is  the  executor  or 
some  other  person.  Expenditures  not 
essential  to  the  proper  settlement  of  the 
estate,  but  incurred  for  the  individual 
benefit  of  the  heirs,  legatees,  or  devisees, 
may  not  be  taken  as  deductions.  Ad¬ 
ministration  expenses  include  (1)  ex¬ 
ecutor’s  commissions;  (2)  attorney’s 
fees;  and  (3)  miscellaneous  expenses. 
Each  of  these  classes  is  considered  sep¬ 
arately  in  paragraphs  (b)  through  (d> 
of  this  section. 

(b)  Executor’s  commissions.  (1)  The 
executor  or  administrator,  in  filing  the 
estate  tax  return,  may  deduct  his  com¬ 
missions  in  such  an  amount  as  has  ac¬ 
tually  been  paid,  or  in  an  amount  which 
at  the  time  of  filing  the  estate  tax  return 
may  reasonably  be  expected  to  be  paid, 
but  no  deduction  may  be  taken  if  no 
commissions  are  to  be  collected.  If  the 
amount  of  the  commissions  has  not  been 
fixed  by  decree  of  the  proper  court,  the 
deduction  will  be  allowed  oa  the  final 
audit  of  the  return,  to  the  extent  that 
all  three  of  the  following  conditions  are 
satisfied; 

(1)  The  district  director  is  reasonably 
satisfied  that  the  commissions  claimed 
will  be  paid; 

(ii)  The  amoimt  claimed  as  a  deduc¬ 
tion  is  within  the  amount  allowable  by 
the  laws  of  the  jurisdiction  in  which  the 
estate  is  being  administered;  and 

(ill)  It  is  in  accordance  with  the  usu¬ 
ally  accepted  practice  in  the  jurisdiction 
to  allow  such  an  amount  in  estates  of 
similar  size  and  character. 

If  the  deduction  is  disallowed  in  whole 
or  in  part  on  final  audit,  the  disallow¬ 
ance  will  be  subject  to  modification  as 
the  facts  may  later  require.  If  the  de¬ 
duction  is  allowed  in  advance  of  pay¬ 
ment  and  payment  is  thereafter  waived, 
it  shall  be  the  duty  of  the  executor  to 
notify  the  district  director  and  tq  pay 
the  resulting  tax,  together  with  mt^est 

(2)  A  bequest  or  devise  to  the  execu¬ 
tor  in  lieu  of  commissions  is  not  deducti¬ 
ble.  If,  however,  the  decedent  fixed  by 
his  will  the  compensation  payable  to  the 
executor  for  services  to  be  rendered  in 
the  administration  of  the  estate,  deduc¬ 
tion  may  be  taken  to  the  extent  th%t  the 
amount  so  fixed  does  not  exceed  the 
compensation  allowable  by  the  local  law 
or  practice. 

(3)  Except  to  the  extent  that  a  trustee 
is  in  fact  performing  services  with  re¬ 
spect  to  property  subject  to  claims  which 
would  normally  be  performed  by  an  exe¬ 
cutor,  amoimts  paid  as  trustees’  commis¬ 
sions  do  not  constitute  expenses  of  ad¬ 
ministration  under  the  first  category, 
and  are  only  deductible  as  expenses  of 
the  second  category  to  the  extent  pro¬ 
vided  in  §  20.2053-8. 

(c)  Attorney’s  fees.  (1)  The  executor 
or  administrator,  in  filing  the  estate  tax 
return,  may  deduct  such  an  amount  of 
attorney’s  fees  as  has  actually  been  paid, 
or  an  amount  which  at  the  time  of  filing 
may  reasonably  be  ^pected  to  be  pai(L 
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If  on  the  final  audit  of  a  retiun  the  fees 
claimed  have  not  been  awarded  by  the 
proper  court  and  paid,  the  deduction  will, 
nevertheless,  be  allowed,  if  the  district 
director  is  reasonably  satisfied  that  the 
amount  claimed  ^ill  be  paid  and  that  it 
does  not  exceed  a  reasonable  remimera- 
tion  for  the  services  rendered,  taking  into 
account  the  size  and  character  of  the 
estate  and  the  local  law  and  practice.  If 
the  deduction  is  disallowed  in  whole  or 
in  part  on  final  audit,  the  disallowance 
will  be  subject  to  modification  as  the 
facts  may  later  require. 

(2)  A  deduction  for  attomesrs’  fees  in¬ 
curred  in  contesting  an  asserted  defi¬ 
ciency  or  in  prosecuting  a  claim  for  re-r 
fimd  should  be  claimed  at  the  time  the 
deficiency  is  contested  or  the  refund 
claim  is  prosecuted.  A  deduction  for  rea¬ 
sonable  attorneys’  fees  actually  paid  in 
contesting  an  asserted  deficiency  or  in 
prosecuting  a  claim  for  refund  will  be 
allowed  even  though  the  deduction,  as 
such,  was  not  claimed  in  the  estate  tax 
return  or  in  the  claim  for  refund.  A 
deduction  for  these  feos  shall  not  be  de¬ 
nied,  and  the  sufficiency  of  a  claim  for 
refund  shall  not  be  questioned,  solely  by 
reason  of  the  fact  that  the  amount  of  the 
fees  to  be  paid  was  not«stablished  at  the 
time  that  the  right  to  the  deducion  was 
claimed. 

(3)  Attorneys’  fees  incurred  by  bene¬ 
ficiaries  incident  to  litigation  as  to  their 
respective  interests  do  not  constitute  a 
proper  deduction,  inasmuch  as  exi>enses 
of  this  character  are  incurred  on  behalf 
of  the  beneficiaries  personally  and  are 
not  administration  expenses. 

(d)  Miscellaneous  administration  ex¬ 
penses.  Miscellaneous  administration 
expenses  include  such  expenses  as  court 
costs,  surrogates’  fees,  accountants’  fees, 
appraisers’  fees,  clerk  hire,  etc.  Ex¬ 
penses  necessarily  incurred  in  preserv¬ 
ing  and  distributing  the  estate  are 
deductible,  including  the  cost  of  stor¬ 
ing  or  maintaining  property  of  the  es¬ 
tate,  if  it  is  impossible  to  effect 
immediate  distribution  to  the  benefici¬ 
aries.  Expenses  fof  preserving  and  car¬ 
ing  for  the  property  may  not  include 
outlays  for  additions  or  improvements; 
nor  will  such  expenses  be  allowed  for  a 
longer  period  than  the  executor  is  rea¬ 
sonably  required  to  retain  the  property. 
A  brokerage  fee  for  selling  property  of 
the  estate  is  deductible  if  the  sale  is 
necessary  in  order  to  (1)  pay  the  dece- 
dent’j^  debts,  the  expenses  of  adminis¬ 
tration,  or  taxes,  (2)  preserve  the  estate, 
or  (3)  effect  distribution.  Other  ex¬ 
penses  attending  the  sale  are  deductible, 
such  as  the  fees  of  an  auctioneer  if  it 
is  reasonably  necessary  to  employ  one. 

§  20.2053-4  Deduction  for  claims 
against  the  estate;  in  general.  The 
amounts  that  may  be  deducted  as  claims 
against  a  decedent’s  estate  are  such  only 
as  represent  personal  obligations  of  the 
decedent  existing  at  the  time  of  his 
death,  whether  or  not  then  matured, 
and  interest  thereon  which  had  accrued 
at  the  time  of  death.  Only  interest  ac¬ 
crued  at  the  date  of  the  decedent’s 
death  is  allowable  even  though  the  ex¬ 
ecutor  elects  the  alternate  valuation 
method  under  section  2032.  Only  claims 
enforceable  against  the  decedent’s  estate 
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may  be  deducted.  Except  as  otherwise 
provided  in  §  20.2053-5  with  respect  to 
pledges  or  subscriptions,  section  2053  (c) 
(1)  (A)  provides  that  the  allowance  of 
a  deduction  for  a  claim  founded  upon  a 
promise  or  agreement  is  limited  to  the 
extent  that  the  liability  was  contracted 
bona  fide  and  for  an  adequate  and  full 
consideration  in  money  or  money’s  worth. 
See  §  20.2043-1.  Liabilities  imposed  by 
law  or  arising  out  of  torts  are  deductible. 

§  20.2053-5  Deductions  for  Charitable, 
etc.,  pledges  or  subscriptions.  A  pledge 
ora  subscription,  evidenced  by  a  promis¬ 
sory  note  or  otherwise,  even  though  en¬ 
forceable  against  the  estate,  is  deducti¬ 
ble  only  to  the  extent  that — 

(a)  Liability  therefor  was  contracted 
bona  fide  and  for  an  adequate  and  full 
consideration  in  cash  or  its  equivalent,  or 

(b)  It  would  have  constituted  an  al¬ 
lowable  deduction  under  section  2055  (re¬ 
lating  to  charitable,  etc.,  deductions)  if 
it  had  been  a  bequest. 

§  20.2053-6  Deduction  for  taxes — (a) 
In  general.  Taxes  are  deductible  in  com¬ 
puting  a  decedent’s  gross  estate  only  as 
claims  against  the  estate  (except  to  the 
exteiit  that  excise  taxes  may  be  allowable 
as  administration  expenses),  and  only 
to  the  extent  not  disallowed  by  section 
2053  (c)  (1)  (B)  (see  the  remaining  par¬ 
agraphs  of  this  section).  However,  see 
§  20.2053-9  with  respect  to  the  deduction 
allowed  for  certain  State  death  taxes  on 
charitable,  etc.,  transfers. 

-  (b)  Property  taxes.  Property  taxes 
are  not  deductible  unless  they  accrued 
before  the  decedent’s  death.  However, 
they  are  not  deductible  merely  because 
they  have  accrued  in  an  accoimting  sense. 
Property  taxes  in  order  to  be  deductible 
must  be  an  enforceable  obligation  of  the 
decedent  at  the  time  of  his  death. 

(c)  Death  taxes.  No  estate,  suc¬ 
cession,  legacy  or  inheritance  tax  pay¬ 
able  by  reason  of  the  decedent’s  death  is 
deductible,  except  as  provided  in 
§  20.2053-9  with  respect  to  certain  State 
death  taxes  on  charitable,  etc.,  transfers. 
However,  see  sections  2011  and  2014  and 
the  regulations  thereunder  with  respect 
to  credits  for  death  taxes. 

(d)  Gift  taxes.  Unpaid  gift  taxes  on 
gifts  made  by  a  decedent  before  his 
death  are  deductible.  If  a  gift  is  con¬ 
sidered  as  made  one-half  by  the  de¬ 
cedent  and  one-half  by  his  spouse  under 
section  2513,  the  entire  amount  of  the 
gift  tax,  impaid  at  the  decedent’s  death, 
attributable  to  a  gift  in  fact  made  by  the 
decedent  is  deductible.  No  portion  of 
the  tax  attributable  to  a  gift  in  fact 
made  by  the  decedent’s  spouse  is  de¬ 
ductible  except  to  the  extent  that  the 
obligation  is  enforced  against  the  de¬ 
cedent’s  estate  and  his  estate  has  no  ef¬ 
fective  right  of  contribution  against  his 
spouse.  (See  section  2012  and  §  20.2012- 
1  with  respect  to  credit  for  gift  taxes 
paid  upon  gifts  of  property  included  in 
a  decedent’s  gross  estate.) 

(e)  Excise  taxes.  Excise  taxes  in¬ 
curred  in  selling  property  of  a  decedent’s 
est.-'^te  are  deductible  as  an  expense  of 
adxxiinistration  if  the  sale  is  ncessary  in 
order  to  (1)  pay  the  decedent^s  debts, 
expenses  of  administration,  or  taxes,  (2) 
preserve  the  estate,  or  (3)  effect  dis¬ 
tribution.  Excise  taxes  incurred  in  dis¬ 


tributing  property  of  the  estate  in  kbkl 
are  also  deductible. 

(f)  Income  taxes.  Unpaid  incom« 
taxes  are  deductible  if  they  are  on  to 
come  properly  includible  in  an  income 
tax  return  of  the  decedent  for  a  perS 
before  his  death.  Taxes  on  inconu 
ceived  after  the  decedent’s  death  an 
not  deductible.  If  income  received  by  • 
decedent  during  his  lifetime  is  included 
in  a  joint  income  tax  return  filed  by  the  • 
decedent  and  his  spouse,  or  by  the 
decedent’s  estate  and  his  siuvivtov 
spouse,  the  portion  of  the  joint  lial^ 
for  the  period  covered  by  the  return  for 
which  a  deduction  will  be  allowed  it 
the  amount  for  which  the  decedent’s 
estate  would  be  liable  under  local  lav 
as  between  the  decedent  and  his  spoug* 
after  enforcement  of  any  effective  right 
of  reimbursement  or  contribution,  in 
the  absence  of  evidence  to  the  contrary 
the  deductible  amount  is  presumed  to 
be  an  amount  bearing  the  same  ratio  to 
the  total  joint  tax  liability  for  the  period 
covered  by  the  return  that  the  amouto 
of  income  tax  for  which  the  decedent 
would  have  been  liable  if  he  had  ffied  a 
separate  return  for  that  period  bean  to 
the  total  of  the  amounts  for  which  the 
decedent  and  his  spouse  would  have  been 
liable  if  they  had  both  filed  separate 
returns  for  that  period.  Thus,  in  the 
absence  of  evidence  to  the  contrary,  the 
deductible  amount  equals 

Decedent’s  separate  tax  .  . 

-  - X  Joint  tax. 

Both  separate  taxes  ^ 

However,  the  deduction  caimot  in  any 
event  exceed  the  lesser  of — 

(1)  The  decedent’s  liability  for  the 
period  (as  determined  in  this  paragraph) 
reduced  by  the  amounts  already  con¬ 
tributed  by  the  decedent  toward  payment 
of  the  joint  liability,  or  ' 

(2)  If  there  is  an  enforceable  agree¬ 
ment  between  the  decedent  and  tail 
spouse  or  between  the  executor  and  the 
spouse  relative  to  the  payment  of  the 
joint  liability,  the  amount  which  pur¬ 
suant  to  the  agreement  is  to  be  con¬ 
tributed  by  the  estate  toward  payment 
of  the  joint  liability. 

If  the  decedent’s  estate  and  his  survlvini 
spouse  are  entitled  to  a  refimd  on  ae- 
coimt  of  an  overpayment  of  a  joint  in¬ 
come  tax  liability,  the  overpayment  is  an 
asset  includible  in  the  decedent’s  groa 
estate  imder  section  2033  in  the  amount 
to  which  the  estate  would  be  entitled 
under  local  law,  as  between  the  estate 
and  the  surviving  spouse.  In  the  absence 
of  evidence  to  the  contrary,  the  includible 
amount  is  presumed  to  be  the  amount  by 
which  the  decedent’s  contributions  to¬ 
ward  payment  of  the  joint  tax  exceed! 
his  liability  determined  in  accordanei 
with  the  principles  set  forth  in  this  paraF 
graph  (other  than  subpafagraph  (1)  d 
this  paragraph) . 

§  20.2053-7  Deduction  for  unjxM 
mortgages.  A  deduction  is  allowed  from 
a  decedent’s  gross  estate  of  the  full  un¬ 
paid  amount  of  a  mortgage  upon,  or  d 
any  other  indebtedness  in  respect  of,  any 
property  of  the  gross  estate,  includiM 
interest  which  had  accrued  thereon  to 
tlie  date  of  death,  provided  the  value  d 
the  property,  imdiminished  by  the 
amount  of  the  mortgage  or  indebtednatek 
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,  included  In  the  value  of  the  gross  es- 
tote  decedent’s  estate  is  liable 

for  the  amount  of  the  mortgage  or  iil- 
debtedness,  the  full  value  of  the  property 
^ject  to  the  mortgage  or  indebtedness 
be  included  as  part  of  the  value  of 
toe  gross  estate;  the  amount  of  the  mort¬ 
gage  or  indebtedness  being  in  such  case 
Swed  as  a  deduction.  But  if  the  de¬ 
cedent’s  estate  is  not  so  Uable,  only  the 
value  of  the  equity  of  redemption  (or  the 
value  of  the  property,  less  the  mortgage 
or  indebtedness)  need  be  returned  as 
part  of  the  value  of  the  gross  estate.  In 
^case  may  the  deduction  on  account  of 
toe  mortgage  or  indebtedness  exceed  the 
liability  therefor  contracted  bona  fide 
and  for  an  adequate  and  full  considera¬ 
tion  in  money  or  money’s  worth.  See 
}  20.2043-1.  Only  interest  accrued  to  the 
date  of  the  decedent’s  death  is  allowable 
even  though  the  alternate  valuation 
method  under  section  2032  is  selected. 
Inasmuch  as  real  property  outside  of  the 
United  States  does  not  form  a  part  of  the 
gross  estate,  no  deduction  may  be  taken 
of  any  mortgage  thereon  or  any  other 
Indebtedness  in  respect  thereof. 

{ 20.2053-8  Deduction  for  expenses  in 
tdministering  property  not  subject  to 
claims,  (a)  Expenses  incurred  in  ad¬ 
ministering  property  included  in  a  de¬ 
cedent’s  gross  estate  but  not  subject  to 
fall  within  the  second  category 
of  deductions  set  forth  in  §  20.2053-1,  and 
may  l)e  allowed  as  deductions  if  they — 

(1)  Would  be  allowed  as  deductions  in 
toe  first  category  if  the  property  being 
administered  were  subject  to  claims;  and 

(2)  Were  paid  before  the  expiration  of 
toe  period  of  limitation  for  assessment 
provided  in  section  6501. 

Usually,  these  expenses  are  Incurred  In 
connection  with  the  administration  of  a 
trust  established  by  a  decedent  during 
his  lifetime.  They  may  also  be  incurred 
in  connection  with  the  collection  of  other 
assets  or  the  transfer  or  clearance  of 
title  to  other  property  included  in  a 
decedent’s  gross  estate  for  estate  tax 
purposes  but  not  included  in  his  probate 
estate. 

(b)  These  expenses  may  be  allowed  as 
deductions  only  to  the  extent  that  they 
would  be  allowed  as  deductions  under  the 
first  category  if  the  property  were  sub¬ 
ject  to  claims.  See  §  20.2053-3.  The 
only  expenses  in  administering  property 
not  subject  to  claims  which  are  allowed 
as  deductions  are  those  occasioned  by 
the  decedent’s  death  and  incurred  in  set¬ 
tling  the  decedent’s  interest  in  the  prop¬ 
erty  or  vesting  good  title  to  the  property 
In  the  beneficiaries.  Expenses  not  com¬ 
ing  within  the  description  in  the  preced¬ 
ing  sentence  but  incurred  on  behalf  of 
the  transferees  are  not  deductible. 

(c)  The  principles  set  forth  in  para¬ 
graphs  (b) ,  (c) ,  and  (d)  of  §  20.2053-3 
(relating  to  the  allowance  of  executor’s 
commissions,  attorney’s  fees,  and  mis¬ 
cellaneous  administration  expenses  of 
the  first  category)  are  applied  in  deter¬ 
mining  the  extent  to  which  trustee’s 
commissions,  attorney’s  and  accountant’s 
fees,  and  miscellaneous  administration 
expenses  are  allowed  in  connection  with 
the  administration  of  property  not  sub¬ 
ject  to  claims. 


(d)  The  application  of  this  section 
may  be  illustrated  by  the  following 
examples: 

Example  (f).  In  1940,  the  decedent  made 
an  Irrevocable  transfer  of  property  to  the 
X  Trwt  Company,  as  trustee.  The  Instru¬ 
ment 'of  transfer  provided  that  the  trustee 
should  pay  the  income  from  the  property  to 
the  decedent  for  the  dTiration  of  his  life  and, 
upon  his  death,  distribute  the  corp\is  of  the 
trust  among  designated  beneficiaries.  The 
property  was  included  in  the  decedent’s  gross 
estate  under  the  provisions  of  section  2036. 
Three  months  after  the  date  of  death,  the 
trustee  distributed  the  trust  ccnrpiis  among 
the  beneficiaries,  except  for  $6,000  which  it 
withheld.  The  amount  withheld  represented 
$5,000  which  it  retained  as  trvistee’s  commis¬ 
sions  in  connection  with  the  termination  of 
the  trust  and  $1,000  which  it  had  paid  to  an 
attcarney  for  representing  it  In  connection 
with  the  termination.  Both  the  trustee’s 
commissions  and  the  attorney’s  fees  were 
allowable  under  the  law  of  the  Jmlsdiction  in 
which  the  trust  was  being  administered,  were 
reasonable  in  amount,  and  were  in  accord 
with  local  custom.  Under  these  clrcxun- 
Btances.  the  estate  is  allowed  a  deduction  of 
$6,0C0. 

Example  (2).  In  1945,  the  decedent  made 
an  Irrevocable  transfer  of  property  to  Y 
Trust  Company,  as  trustee.  The  instrument 
of  transfer  provided  that  the  trustee  should 
pay  the  income  from  the  property  to  the 
decedent  dxiring  his  life.  If  the  decedent’s 
wife  survived  him,  the  trust  was  to  continue 
for  the  duration  of  her  life,  with  Y  T):\ist 
Company  and  the  decedent’s  son  as  co-trus-- 
tees,  and  with  Income  payable  to  the  dece¬ 
dent’s  wife  for  the  duration  of  her  life. 
Upon  the  dea'th  of  both  the  decedent  and 
his  wife,  the  corpus  is  to  be  distributed 
among  designated  remaindermen.  The  dece¬ 
dent  was  survived  by  his  wife.  The  property 
was  included  in  the  decedent’s  gross  estate 
under  the  provisions  of  section  2036.  In 
accordance  with  local  ciistom,  the  trustee 
made  an  accounting  to  the  coTirt  as  of  the 
date  of  the  decedent’s  death.  Following  the 
death  of  the  decedent,  a  controversy  arose 
among  the  remaindermen  as  to  their  re¬ 
spective  rights  under  the  instrument  of  trans¬ 
fer,  and  a  suit  was  brought  in  court  to  which 
the  trustee  was  made  a  party.  As  a  part  of 
the  accounting,  the  co\irt  approved  the  fol¬ 
lowing  expenses  which  the  trustee  had  paid 
within  3  years  following  the  date  of  death: 
$10,000,  trustee’s  commissions;  $5,000,  ac¬ 
countant’s  fees:  $25,000,  attorney’s  fees;  and 
$2,500,  representing  fees  paid  to  the  guardian 
of  a  remainderman  who  was  a  minor.  The 
trustee’s  commissions  and  accountant’s  fees 
were  for  services  in  connection  with  the 
usual  issues  involved  in  a  trust  accounting 
as  also  were  one-half  of  the  attorney’s  and 
guardian’s  fees.  The  remainder  of  the  at¬ 
torney’s  and  guardian’s  fees  were  for  serv¬ 
ices  performed  in  connection  with  the  suit 
brought  by  the  remaindermen.  The  amoimt 
allowed  as  a  deduction  is  the  $28,750  ($10,- 
000,  trustee’s  commissions:  $5,000,  account¬ 
ant’s  fees;  $12,500,  attorney’s  fees;  and 
$1,250,  guardian’s  fees)  Inciirred  as  expenses 
in  connection  with  the  usual  issues  involved 
in  a  trust  accounting.  The  remaining  ex¬ 
penses  are  not  allowed  as  deductions  since 
they  were  incurred  on  behalf  of  the  trans¬ 
ferees. 

Example  (2-).  Decedent  in  1950  made  an 
irrevocable  transfer  of  property  to  the  Z 
Trust  CTompany,  as  trustee.  The  instrument 
of  transfer  provided  that  the  trustee  should 
pay  the  income  from  the  property  to  the  de¬ 
cedent’s  wife  for  the  duration  of  her  life. 
If  the  decedent  survived  his  wife  the  trust 
corpus  was  to  be  retiimed  to  him  but  if  he 
did  not  survive  her,  then  upon  the  death  of 
the  wife,  the  trust  corpus  was  to  be  dis¬ 
tributed  among  their  children.  The  de¬ 
cedent  predeceased  his  wife  and  the  trans¬ 


ferred  property,  less  the  value  of  the  wife’s 
outstanding  life  estate,  was  included  in  his 
gross  estate  under  the  provlslohs  of  section 
2037  since  his  reversionary  interest  therein 
Immediately  before  his  death  was  in  excess 
of  ^5  percent  of  the  value  of  the  property. 
At  the  wife’s  request,  the  court  ordered  the 
trustee  to  render  an  accounting  of  the  trust 
property  as  of  the  date  of  the  decedent’s 
death.  No  deduction  will  be  allowed  the 
decedent’s  estate  for  any  of  the  expenses 
incurred  in  connection  with  the  trust  ac¬ 
counting,  since  the  expenses  were  incurred 
on  behalf  of  the  wife. 

Example  (4) .  If,  in  the  iirecedlng  example, 
the  decedent  died  without  other  property  and 
no  executor  or  administrator  of  his  estate  was 
appointed,  so  that  it  was  necessary  for  the 
tnistee  to  prepare  an  estate  tax  return  and 
participate  in  its  audit,  or  if  the  trustee  re¬ 
quired  acco\mting  proceedings  for  its  own 
protection  in  accordance  with  local  custom, 
trmtees’.  attorneys’,  and  guardians’  fees  in 
connection  with  the  estate  tax  or  accoimt- 
ing  proceedings  would  be  deductible  to  the 
same  extent  that  they  would  be  deductible 
if  the  property  were  subject  to  claims.  De¬ 
ductions  incurred  under  similar  circuzn- 
stances  by  a  surviving  joint  tenant  or  the 
recipient  of  life  insurance  proceeds  would 
also  be  deductible. 

§  20.2053-9  ,  Deduction  for  certain 
State  death  taxes — (a)  General  rule. 
A  deductiton  is  allowed  a  decedent’s  es¬ 
tate  under  section  2053  (d)  for  the 
amount  of  any  estate,  succession,  legacy, 
or  inheritance  tax  imposed  by  a  State, 
Territory,  the  District  of  Columbia,  or 
any  possession  of  the  United  States  upon 
a  transfer  by  the -decedent  for  chsuritable, 
etc.,  uses  described  in  section  2055  or 
2106  (a)  (2)  (relating  to  the  estates  of 
nonresidents  not  citizens),  but  only  if 
(1)  the  conditions  stated  in  paragraph 
(b)  of  this  section  are  met,  and  (2)  an 
election  is  made  in  accordance  with  the 
provisions  of  paragraph  (c)  of  this  sec¬ 
tion.  See  section  2011  (e)  and  S  20.2011-2 
for  the  effect  which  the  allowance  of  this 
deduction  has  upon  the  credit  for -State 
death  taxes. 

(b)  Condition  for  allowance  of  deduc- 
tion.-  (1)  The  deduction  is  not  allowed 
unless  either — 

(i)  The  entire  decrease  in  the  Federal 
estate  resulting  from  the  allowance 
of  the  deduction  inures  solely  to  the 
benefit  of  a  charitable,  etc.,  transferee 
described  in  section  2055  or  2106  (a)  (2), 
or 

(ii)  The  Federal  estate  tax  is  equitably 
apportioned  among  all  the  transferees 
(including  the  decedent’s  surviving 
spouse  an^  the  charitable,  etcl,  trans¬ 
ferees)  of  property  included  in  the  de¬ 
cedent’s  gross  estate. 

For  allowance  of  tjie  credit.  It  Is  sufficient 
if  either  of  these  conditions  is  satisfied. 
Thus,  in  a  case  where  the  entire  decrease 
in  Federal  estate  tax  inures  to-  the  bene¬ 
fit  of  a  charitable  transferee,  the  deduc¬ 
tion  is  allowable  even  though  the  Federal 
estate  tax  is  not  equitably  apportioned 
among  all  the  transferees  of  property  in¬ 
cluded  in  the  decedent’s  gross  estate. 
Similarly,  if  the  Federal  estate  tax  is 
equitably  apportioned  among  all  the 
transferees  of  property  included  in  the 
decedent’s  gross  estate,  the  deduction  is 
allowable  even  though  a  noncharitable 
transferee  twelves  some  benefit  from  the 
allowance  of  the  deduction. 
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(2)  For  puri)oses  of  this  paragraph, 
the  F^eral  estate  tax  is  considered  to  be 
equitably  apportioned  among  all  the 
transferees  (including  the  decedent’s 
surviving  spouse  and  the  charitable,  ete^ 
transferees)  of  property  included  in  the 
decedent’s  gross  estate  only  if  each  trans¬ 
feree’s  share  of  the  tax  is  based  upon  the 
net  amount  of  his  bequest  subjected  to 
the  tax  (taking  hato  account  any  exemp¬ 
tions.  credits,  or  deductions  allowed  by 
chapter  11).  See  examples  (2)  through 
(5)  of  paragraph  (e)  of  this  section. 

(c)  Exercise  of  election.  The  elec¬ 
tion  to  take  a  deduction  for  a  State  death 
tax  imposed  upon  a  transfer  for  charit¬ 
able,  etc.,  uses  shall  be  exercised  by  the 
executor  by  the  filing  of  a  written  notifi¬ 
cation  to  that  effect  with  the  district 
director  of  internal  revenue  in  whose 
district  the  estate  tax  return  for  the  de¬ 
cedent’s  estate  wsts  filed.  'The  notifica¬ 
tion  shall  be  filed  before  the  expiration 
of  the  period  of  limitation  for  assessment 
provided  in  section  6501  (usually  3  years 
from  the  last  day  for  filing  the  return) , 
The  election  may  be  revoked  by  the  exec¬ 
utor  by  the  filing  of  a  written  notifica¬ 
tion  to  that  effect  with  the  district 
director  at  any  time  before  the  expiration 
of  such  period. 

(d)  Amount  of  State  death  tax  im¬ 
posed  upon  a  transfer. '  If  a  State  death 
tax  is  imposed  upon  the  transfer  of  the 
decedent’s  entire  estate  and  not  upon 
the  transfer  of  a  particular  share  there¬ 
of,  the  State  death  tax  imposed  upon  a 
transfer  for  charitable,  etc.,  uses  is 
deemed  to  be  an  amoimt,  E,  which  bears 
the  same  ratio  to  F  (the  amount  of  the 
State  death  tax  imposed  with  respect  to 
the  transfer  of  the  entire  estate)  as  G 
(the  value  of  the  charitable,  etc.,  transfer, 
reduced  as  provided  in  the  next  sen¬ 
tence)  bears  to  H  (the  total  value  of  the 
properties,  interests,  and  benefits  sub¬ 
jected  to  the  State  death  tax  received  by 
all  persons  interested  in  the  estate,  re¬ 
duced  as  provided  in  the  last  sentence  of 
this  paragraph) .  In  arriving  at  amount 
G  of  the  ratio,  the  value  of  ,the  charitable, 
etc.,  transfer  is  reduced  by  the  amount 
of  any  deduction  or  exclusion  allowed 
with  respect  to  such  property  in  deter¬ 
mining  the  amount  of  the  State  death 
tax.  In  arriving  at  amoimt  H  of  the 
ratio,  the  total  value  of  the  properties, 
interests,  and  benefits  subjected  to  State 
death  tax  received  by  all  persons  inter¬ 
ested  in  the  estate  is  reduced  by  the 
amount  of  all  deductions  and  exclusions 
allowed  in  determining  the  amount  of  ‘ 
the  State  death  tax  on  account  of  the 
nature  of  a^neficiary  or  a  beneficiary’s 
relationship  to  the  decedent. 

(e)  Examples.  The  application  of  this 
section  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  (1).  The  decedent’s  gross  estate 
was  valued  at  $200,000.  He  bequeathed 
$90,000  to  a  nephew,  $10,000  to  Charity  A, 
and  the  remainder  of  his  estate  to  Charity 
B.  State  inheritance  tax  in  the  amount  of 
$13,500  was  imposed  upon  the  bequest  to 
the  nephew,  $1,500  upon  the  bequest  to 
Charity  A,  and  $15,000  upon  the  bequest  to 
Charity  B.  Under  the^will  and  local  law, 
each  legatee  is  required  to  pay  the  State 
Inheritance  tax  on  his  bequest,  and  the 
Federal  estate  tax  Is  to  be  paid  out  of  the 
residuary  estate.  Since  the  entire  burden  of 


paying  the  Federal  estate  tax  falls  on  Charity 
B,  it  follows  that  the  decrease  in  the  Federal 
estate  tax  resulting  from  the  allowance  of 
deductions  for  State  death  taxes  in  the 
amounts  of  $1,500  and  $15,000  would  inure 
solely  for  the  benefit  of  Charity  B.  There¬ 
fore,  deductions  of  $1,500  and  $15,000  are 
allowable  under  section  2053  (d).  If,  in  this 
example,  the  State  death  texes  as  well  as 
the  Federal  estate  tax  were  to  be  paid  out 
of  the  residuary  estate,  the  result  wotild  be 
the  same. 

Example  (2).  The  decedent’s  gross  estate 
was  valued  at  $350,000.  Expenses,  indebted¬ 
ness,  etc.,  amounted  to  $50,000.  The  entire 
estate  was  bequeathed  in  equal  shares  to  a 
son,  a  daughter,  and  Charity  C.  State  in¬ 
heritance  tax  in  the  amount  of  $2,000  was 
imposed  upon  the  bequest  to  the  son,  $2,000 
upon  the  bequest  to  the  daughter,  and  $5,000 
upon  the  bequest  to  Charity  C.  Under  ^he 
will  and  local  law,  each  legatee  is  required  to 
pay  his  owp  State  Inheritance  tax  and  his 
proportionate  share  of  the  Federal  estate  tax 
determined  by  taking  into  consideration  the 
net  amount  of  his  bequest  subjected  to  the 
tax.  Since  each  legatee’s  share  of  the  Federal 
estate  tax  is  based  upon  the  net  amount  of 
his  bequest  subjected  to  the  tax  (note  that 
the  deductions  under  sections  2053  (d)  and 
2055  will  have  the  effect  of  reducing  Charity 
C’s  proportionate  share  of  the  tax),  the  tax 
is  considered  to  be  equitably  apportioned. 
Thus,  a  deduction  of  $5,000  is  allowable  un¬ 
der  section  2053  (d).  This  deduction  to¬ 
gether  with  a  deduction  of  $95,000  under 
section  2055  (charitable  deduction)  will 
mean  that  none  of  Charity  C’s  bequest  is 
subjected  to  Federal  estate  tax.  Hence,  the 
son  and  the  daughter  will  bear  the  entire 
estate  tax. 

Example  (3).  TTie  decedent  bequeathed 
his  property  in  equal  shares,  after  payment 
of  all  expenses,  to  a  son,  a  daughter,  and  a 
charity.  State  inheritance  tax  of  $2,000  was 
imposed  upon  the  bequest  to  the  son,  $2,000 
upon  the  bequest  to  the  daughter,  and 
$15,000  upon  the  bequest  to  the  charity. 
Under  the  will  and  local  law,  each  beneficiary 
pays  the  State  inheritance  tax  on  his  bequest 
and  the  Federal  estate  tax  is  to  be  paid  out 
of  the  estate  as  an  administration  expense. 
If  the  deduction  for  State  death  tax  on  the 
charitable  bequest  is  allowed  in  this  case, 
some  portion  of  the  decrease  in  the  Federal 
estate  tax  would  inure  to  the  benefit  of  the 
son  and  the  daughter.  ’The  Federal  estate  tak 
is  not  considered  to  be  equitably  apportioned 
in  this  case  since  each  legatee’s  share  of  the 
Federal  estate  tax  is  not  based  upon  the  net 
amount  of  his  bequest  subjected  to  the  tax 
(note  that  the  deductions  under  sections 
2053  (d)  and  2055  will  not  have  the  effect  of 
reducing  the  charity’s  proportionate  share 
of  the  tax).  Inasmuch  as  some  of  the  de¬ 
crease  in  the  Federal  estate  tax  payable 
would  inure  to  the  benefit  of  the  son  and 
the  daughter,  and  inasmuch  as  there  is  no 
equitable  apportionment  of  the  tax,  no  de¬ 
duction  is  allowable  under  section  2053  (d). 

Example  {4).  ’The  decedent  bequeathed 
his  entire  residuary  estate  in  trust  to  pay 
the  income  to  X  for  life  with  remainder  to 
charity.  The  State  Imposed  Inheritance 
tax^  of  $2,000  upon  the  bequest  to  X  and 
$10,000  upon  the  bequest  to  charity.  Under 
the  will  and  local  law,  all  State  and  Federal 
taxes  are  payable  out  of  the  residuary  estate 
and  therefore  they  would  reduce  the  amount 
which  would  become  the  corpus  of  the  trust. 
If  the  deduction  for  the  State  death  tax  on 
the  charitable  bequest  is  allowed  in  this  case, 
some  portion  of  the  decrease  in  the  Federal 
estate  tax  would  inure  to  the  benefit  of  X 
since  the  allowance  of  the  deduction  would 
Increeise  the  size  of  the  corpus  from  which 
X  is  to  receive  the  income  for  life.  Also,  the 
Federal  estate  tax  is  not  considered  to  be 
equitably  apportioned  in  this  case  since  each 
legatee’s  share  of  the  Federal  estate  tax  is 


not  based  upon  the  pet  amount  of  hlg  be.  ^ 
quest  subjected  to  the  tax  (note  tvint  tbe  - 
deductions  under  sections  2053  (d)  and  2055  / 
will  not  have  the  effect  of  reducing  the 
charity’s  proportionate  share  of  the  tax> 
Inasmuch  as  some  of  the  decrease  in  the 
Federal  estate  tax  payable  would  inure  to  the 
benefit  of  X,  and  inasmuch  as  :^here  is  qq 
equitable  apportionment  of  the  tax,  no  de.  - 
ductlon  is  allowable  under  section  2053  (d). 

Example  (5).  The  decedent’s  gross  estate* 
was  valued  at  $750,000.  Expenses,  indebted, 
ness,  etc.,  amounted  to  $50,000.  The  decedent 
bequeathed  $350,000  of  his  estate  to  his  snr. 
viving  spouse  and  the  remainder  of  hie 
eptate  equally  to  his  son  and  Charity  u. 
State  inheritance  tax  in  the  amoimt  of  $7,00| 
was  imposed  upon  the  bequest  to  the  sur^. 
ing  spouse.  $26,250  upon  the  bequest  to  the 
son,  and  $26,250  upon  the  bequest  to  Charlti 
D.  The  will  was  silent  concerning  the  pay. 
ment  of  taxes.  In  such  a  case,  the  local  lav 
provides  that  each  legatee  shall  pay  his  owi 
State  inheritance  tax.  The  local  law  furtiter 
provides  for  an  apportionment  of  the  Fedettf 
estate  tax  among  the  legatees  of  the  estate. 
Under  the  apportionment  provisions,  the  sur. 
viving  spouse  is  hot  required  to  bear  any  port 
of  the  Federal  estate  tax  with  respect  to  bet  ' 
$350,000  bequest.  It  should  be  noted,  hov* 
ever,  that  the  marital  deduction  allowed  to 
the^  decedent’s  estate  by  reason  of  the  bequest 
to  the  surviving  spouse  is  limited  to  $343,(X)0 
($350,000  bequest  less  $7,000  State  inherit, 
ance  tax  payable  by  the  surviving  spouse). 
Thus,  the  bequest  to  the  surviving  spouse 
is  subjected  to  the  Federal  estate  tax  in  the 
net  amount  of  $7,000.  If  the  deduction  for 
State  death  tax  on  the  charitable  bequest  k 
allowed  in  this  case,  some  portion  of  the 
decrease  in  the  Federal  estate  tax  would 
inure  to  the  benefit  of  the  son.  ’The  Federal 
estate  ta$  is  not  considered  to  be  equitably 
apportioned  in  this  case  since  each  legatee^ 

.  share  of  the  Federal  estate  tax  is  not  based 
upon  the  net  amount  of  his  bequest  sub* 
jected  to  the  tax  (note  that  the  surviving 
spouse  is  to  pay  no  tax) .  Inasmuch  as  some 
of  the  decrease  in  the  Federal  estate  tax  pay. 
able  would  inure  to  the  benefit  of  the  son, 
and  Inasmuch  as  there  is  no  equitable  appor* 
tionment  of  the  tax,  no  deduction  is  allow* 
able  under  section  2053  (d) . 

§  20.2054  Statutory  provisions;  losses. 

Sec.  2054.  Losses.  For  purposes  of  the  tax 
lmp>osed  by  section  2001,  the  value  of  tlm 
taxable  estate  shall  be  determined  by  de* 
ducting  from  the  value  of  the  gross  estate 
losses  incurred  during  the  settlement  ol 
estates  arising  from  fires,  storms,  shipwrecks, 
or  other  casualties,  or  from  theft,  when  sqch 
losses  are  not  compensated  for  by  insiuttnce 
or  otherwise. 

§  20.2054-1  Deduction  for  losses  frtm 
casualties  or  theft.  A  deduction  is  al¬ 
lowed  for  losses  incurred  during  the  set¬ 
tlement  of  the  estate  arising  from  fires, 
storms,  shipwrecks,  or  other  casualties, 
or  from  theft,  if  the  losses  are  not  com¬ 
pensated  for  by  insurance  or 'otherwise. 
If  the  loss  is  partly  compensated  for,  the 
excess  of  the  loss  over  the  compensation 
may  be  deducted.  Losses  which  are  not 
of  the  nature  described  are  not  deduc¬ 
tible.  In  order  to  be  deductible  a  loss 
must  occur  during  the  settlement  of  the 
estate.  If  a  loss  with  respect  to  an  asset 
occurs  after  its  distribution  to  the  dis¬ 
tributee  it  may  not  be  deducted.  Not¬ 
withstanding  the  foregoing,  no  deducti(» 
is  allowed  under  this  section  if  the  estate 
has  waived  its  right  to  take  such  a  deduc¬ 
tion  pursuant  to  the  provisions  of  section 
642  (g)  in  orqer  to  permit  its  allowance 
for  income  tax  purposes.  See  further 
§  1.642  (g)-l. 
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1 20  2055  Statutory  provisions;  trans* 
jm  for  public,  charitable,  and  religious 

uses. 

ggc.  2055.  Transfers  for  public,  charitable, 
gad  religious  uses — (a)  In  general.  For  pur- 
of  the  tax  imposed  by  section  2001,  the 
of  the  taxable  estate  shall  be  deter- 
luined  by  deducting  from  the  value  of  the 
noes  estate  the  amount  of  all  bequests. 
Icicles,  devises,  or  transfers  (including  the 
l^emt  which  falls  into  any  such  bequest, 
legacy,  devise,  or  transfer  as  a  result  of  an 
lirevorable  diclaimer  of  a  bequest,  legacy, 
devise,  transfer,  or  power,  if  the  disclaimer 
Is  made  before  the  date  prescribed  for  the 
fljtng  of  the  estate  tax  return)  — 

(1)  To  or  for  the  use  of  the  United  States, 
any  State,  Territory,  any  political  subdivision 
thereof,  or  the  District  of  Columbia,  for 
exclusively  public  pmposes; 

(2)  To  or  for  the  use  of  afty  corporation 
organized  and  operated  exclusively  for  re¬ 
ligious,  charitable,  scientific,  literary,  or  ed¬ 
ucational  purposes.  Including  the  encourage¬ 
ment  of  art  and  the  prevention  of  cruelty  to 
children  or  anifiials,  no  part  of  the  net 
earnings  of  which  Inures  to  the  benefit  of 
any  private  stockholder  or  individual,  and 
no  substantial  part  of  the  activities  of  which 
is  canTlng  on  propaganda,  or  otherwise  at¬ 
tempting,  to  influence  legislation; 

(3)  To  a  trustee  or  trustees,  or  a  fraternal 
■oclety,  order,  or  association  operating  under 
the  lodge  system,  but  only  if  such  contribu¬ 
tions  at  gifts  are  to  be  used  by  such  trustee 
or  trustees,  or  by  such  fraternal  society, 
order,  or  association,  exclusively  for  religious, 
charitable,  scientific,  literary,  or  educational 
purposes,  or  for  the  prevention  of  cruelty  to 
children  or  animals,  and  no  substantial  part 
of  the  activities  of  such  trustee  or  trustees, 
or  of  such  fraternal  society,  order,  or  associa¬ 
tion,  is  carrying  on  propaganda,  or  otherwise 
attempting,  to  influence  legislation;  or 

'(4)  To  or  for  the  use  of  any  veterans* 
organization  Incorporated  by  act  of  Congress, 
or  of  its  departments  or  local  chapters  or 
posts,  no  part  of  the  net  earnings  of  which 
inures  to  the  benefit  of  any  private  share¬ 
holder  or  individual. 

For  purposes  of  this  subsection,  the  complete 
termination  before  the  date  prescribed  for 
the  filing  of  the  estate  tax  return  of  a  power 
to  consume,  invade,  or  appropriate  property 
for  the  benefit  of  an  individual  before  such 
power  has  been  exercised  by  reason  of  the 
death  of  such  individual  or  for  any  other 
reason  shall  be  considered  and  deemed  to 
be  an  irrevocable  disclaimer  with  the  same 
full  force  and  effect  as  though  he  had  filed 
|SUCh  irrevocable  disclaimer. 

(b)  Powers  of  appointment — (1)  General 
rule.  Property  Includible  in  the  decedent’s 
gross  estate  under  section  2041  (relating  to 
powers  of  appointment)  received  by  a  donee 
described  in  this  section  shall,  for  purposes 
of  this  section,  be  considered  a  bequest  of 
such  decedent. 

(2)  Special  rule  for  certain  bequests  sub¬ 
ject  to  power  of  appointment.  For  purposes 
of  this  section,  in  the  case  of  a  bequest  in 
trust,  if  the  surviving  spouse  of  the  decedent 
is  entitled  for  life  to  all  of  the  net  income 
from  the  trust  and  such  surviving  spouse 
has  a  power  of  appointment  over  the  corpus 
of  such  trust  exercisable  by  will  in  favor  of, 
among  others,  organizations  described  in 
subsection  (a)  (2),  such  bequest  in  trust, 
reduced  by  the  value  of  the  life  estate,  shall, 
to  the  extent  such  power  is  exercised  in  favor 
of  such  organizations,  be  deemed  a  transfer 
to  such  organizations  by  the  decedent  if — 

(A)  No  part  of  the  corpus  of  such  trust  is 
distributed  to  a  beneficiary  during  the  life 
of  the  surviving  spouse; 

(B)  Such  surviving  spouse  was  over  80 
years  of  age  at  the  date  of  the  decedent’s 
death; 

(C)  Such  surviving  spouse  by  affidavit  exe¬ 
cuted  within  one  year  after  the  death  of 
the  decedent  specifies  the  organizations  de- 
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scribed  In  subsection  (a)  (2)  In  favor  of 
which  he  intends  to  exercise  the  power  of 
appolntmeint  and  Indicates  the  amovint  or 
proportion  each  such  organization  Is  to  re¬ 
ceive;  and 

(D)  ’The  power  of  appointment  Is  exercised 
in  favor  of  such  organizations' and  in  the 
amounts  or  proportions  specified  In  the  .affi¬ 
davit  required  under  subparagraph  (C) . 

’The  affidavit  referred  to  in  subparagraph  (C) 
shall  be  attached  to  the  estate  tax  reiurn  of 
the  decedent  and  shall  constitute  a  sufficient 
basis  for  the  allowance  of  the  deduction  un¬ 
der  this  paragraph  in  the  first  instance  sub¬ 
ject  to  a  later  disallowance  of  the  deduction 
if  the  conditions  herein  specified  are  not 
complied  with. 

(c)  Death  taxes  payable  out  of  bequests. 

If  the  tax  imposed  by  section  2001,  or  any 
estate,  succession,  'legacy,  or  Inheritance 
taxes,  are,  either  by  the  terms  of  the  will, 
by  the  law  of  the  Jurisdiction  under  which 
the  estate  is  administered,  or  by  the  law 
of  the  Jurisdiction  imposing  the  particular 
tax,  payable  in  whole  or  in  part  out  of  the 
bequests,  legacies,  or  devises  otherwise  de¬ 
ductible  under  this  section,  then  the  amount 
deductible  under  this  section  shall  be  the 
amount  of  such  bequests,  legacies,  or  devises 
reduced  by  the  amount  of  such  taxes. 

(d)  Limitation  on  deduction.  ’The  amount 
of  the  deduction  under  this  section  for  any 
transfer  shall  not  exceed  the  value  of  the 
transferred  property  required  to  be  included 
in  the  gross  estate. 

(e)  Disallowance  of  deductions  in  certain 
cases.  For  disallowance  of  certain  chari¬ 
table,  etc.,  deductions  otherwise  allowable 
under  this  section,  see  sections  504  and  681. 

(f)  Other  cross  references.  (1)  For  op¬ 

tion  as  to  time  for  valuation  for  purpose  of 
deduction  under  this  section,  see  section 
2032.  ^ 

(2)  For  exemption  of  bequests  to  or  for 
benefit  of  Library  of  CTongress,  see  section  6 
of  the  Act  of  March  3,  1925,  as  amended  (56 
Stat.  765;  2  U.  S.  C.  161). 

(3)  For  construction  of  bequests  for  bene¬ 
fit  of  the  library  of  the  Post  Office  Depart¬ 
ment  as  bequests  to  or  for  the  use  of  the 
United  States,  see  section  2  of  the  Act  of 
August  8,  1946  (60  Stat.  924;  5  U.  3.  C.  393). 

(4)  For  exemption  of  bequests  for  benefit 
of  Office  of  Naval  Records  and  Library,  Navy 
Department,  see  section  2  of  the  Act  of 
March  4,  1937  (50  Stat.  25;  5  U.  8.  C.  419b). 

(5)  For  exemption  of  bequests  to  or  for 
benefit  of  National  Park  Service,  see  section 
5  of  the  Act  of  July  10,  1935  (49  Stat.  478;  16 
U.  S.  C.  19c). 

(6)  For  construction  of  devises  or  bequests 
accepted  by  the  Secretary  of  State  under  the 
Foreign  Service  Act  of  1946  as  devises  or  be¬ 
quests  to  or  for  the  use 'of  the  United  States, 
see  section  1021  (e)  of  that  Act  (60  Stat. 
1032;  22  U.  S.  C.  809). 

(7)  For  construction  of  gifts  or  bequests 
of  money  accepted  by  the  Attorney  General 
for  credit  to  “Commissary  Funds,  Federal 
Prisons’’  as  gifts  or  bequests  to  or  for  the 
use  of  the  United  States,  see  section  2  of 
the  Act  of  May  15,  1952,  66  Stat.  73,  as 
amende^  by  the  Act  of  July  9,  1952,  66  Stat. 
479  (31  U.  S.  C.  725S-4). 

(8)  For  payment  of  tax  on  bequests  of 
United  States  obligations  to  the  United 
States,  see  section  24  of  the  Second  Liberty 
Bond  Act,  as  amended  (59  Stat.  48,  S  4;  31 
U.  S.  C.  V57e). 

(9)  For  construction  of  bequests  for  bene¬ 
fit  of  or  use  in  connection  with  the  Naval 
Academy  as  bequests  to  or  for  the  use  of  the 
United  States,  see  section  3  of  the  Act  of 
March  31,  1944  (58  Stat.  135;  34  U.  S.  C. 
1115b). 

(10)  For  exemption  of  bequests  for  bene¬ 
fit  of  Naval  Academy  Museum,  see  section 
4  of  the  Act  of  March  26.  1938  (52  Stat.  119; 
34  U.  S.  C.  1119). 

(11)  For  exemption  of  bequests  received 
by  National  Archives  Trust  Fvind  Board,  see 


section  7  of  the  National  Archives  Tlrust 
Fund  Board  Act  (55  Stat.  582;  44  U.  S.  C. 
800gg). 

[Sec.  2055  as  amended  by  see.  1,  Act  of 
Aug.  6,  1956  (Pub.  Law  1011,  84th  Cong., 

70  Stat.  1075)1 

S  20.2055-1  Deduction  for  transfers  for 
public,  charitable,  and  religious  uses;  in 
general — (a)  General  rule.  A  deduction 
is  allowed  under  section  t055  (a)  from 
the'gross  estate  of  a  decedent  who  was  a 
citizen  or  resident  of  the  United  States 
at  the  time  of  his  death  for  the  value  of 
property  included  in  the  decedent’s  gross 
estate  and  transferred  by  the  decedent 
during  his  lifetime  or  by  will — 

(1)  To  or  for  the  use  of  the  United 
States,  any  State,  Territory,  any  politi¬ 
cal  subdivision  thereof,  or  the  District  of 
Columbia,  for  exclusively  public  pur¬ 
poses; 

(2)  To  or  for  the  use  of  any  corpora¬ 
tion  or  association  organized  and  op¬ 
erated  exclusively  for  religious,  charite- 
ble,  scientific,  literary,  or  educational 
purposes  (including  the  encouragement 
of  art  and  the  prevention  of  cruelty  to 
children  or  animals),  if  no  part  of  the 
net  earnings  of  the  corporation  or  as¬ 
sociation  inures  to  the  benefit  of  any 
private  stockholder  or  individual  (other 
than  as  a  legitimate  object  of  such  pur¬ 
poses),  and  no  substantial  part  of  its 
activities  is  carrying  on  propaganda,  or 
otherwise  attempting,  to  influence  legis¬ 
lation; 

<3)  To'  a  trustee  or  trustees,  or  a 
fraternal  society,  order,  or  association 
operating  under  the  lodge  system,  if  the 
transferred  property  is  to  be  used  exclu¬ 
sively  for  religious,  charitable,  scientific, 
literary,  or  educational  purposes  (or  for 
the  prevention  of  cruelty  to  children  or 
animals)  ,*  and  if  no  substantial  part  of 
the  activities  of  such  transferee  is  carry¬ 
ing  on  propaganda,  or  otherwise  at¬ 
tempting,  to  influence  legislation;  or 
(4)  To  or  for  the  use  of  any  veterans* 
organzation  incorporated  by  act  of  Con¬ 
gress,  or  of  any  of  its  departments,  local 
chapters,  or  posts,  no  part  the  net 
earnings  of  which  inures  to  the  benefit 
of  any  private  shareholder  or  individuaL 

The  deduction  is  not  limited,  in  the  case 
of  estates  of  citizens  or  residents  of  the 
United  States,  to  transfers  to  domestic 
corporations  or  associations,  or  to  trus¬ 
tees  for  use  within  the  United  States. 
Nor  is  the  deduction  subject  to  percent¬ 
age  limitations  such  as  are  applicable 
to  the  charitable  deduction  under  the 
Income  tax.  However,  sections  503  (e) 
and  681  (b)  (5)  provide  that  no  deduc¬ 
tion  is  allowed  for  transfers  to  organi¬ 
zations  or  trusts  described  in  subpara¬ 
graphs  (2)  and  of  this  paragraph 
which  have  engaged  in  certain  “prohib¬ 
ited  transactions’*  (see  §  20.205&-4) . 

(b)  Powers  of  appointment — (1)  Gen¬ 
eral  rule.  A  d^uction  is  allowable  im- 
der  section  2055  (b)  for  the  value  of 
property  passing  to  or  for  the  use  of  a 
transferee  described  in  paragraph  (a) 
of  this  section  by  the  exercise,  failure 
to  exercise,  release  or  lapse  of  a  power 
of  appointment  by  reason  of  which  the 
property  is  includible  in  the  decedent’s 
gross  estate  imder  section  2041. 

(2)  Certain  bequests  subject  to  power 
of  appointment.  For  the  allowance  of 
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a  deduction  in  the  case  of  a  bequest  in 
trust  where  the  decedent’s  surviving 
spouse  (i)  was  over  80  years  of  age  at 
the  date  of  decedent's  death,  (ii)  was  en¬ 
titled  for  life  to  all  of  the  net  income 
from  the  trust,  an(V<iii)  had  a  power  of 
oppointment  over  the  corpus  of  the  trust 
exercisable  by  will  in  favor  of,  among 
others,  a  charitable  organization,  see 
section  2055  (b)  (2).  See  also  section 
6503  (e)  for  suspension  of  the  period  of 
limitations  for  assessment  or  collection 
of  any  deficiency  attributable  to  the 
allowance  of  the  deduction. 

-  (c)  Submission  of  evidence.  In  estab¬ 
lishing  the  right  of  the  estate  to  the  de¬ 
duction  authorized  by  section  2055,  the 
executor  should  submit  the  following 
with  the  return: 

(1)  A  copy  of  any  instrument  in  writ¬ 
ing  by  which  the  decedent  made  a  trans¬ 
fer  of  property  in  his  lifetime  the  value 
of  which  is  required  by  statute  to  be  in¬ 
cluded  in  his  gross  estate,  for  which  a  de¬ 
duction  under  section  2055  is  claimed. 
If  the  instrument  is  of  record  the  copy 
should  be  certified,  and  if  not  of  rec¬ 
ord,  the  copy  should  be  verified. 

(2)  A  written  statement  by  the  execu¬ 
tor  containing  a  declaration  that  it  is 
made  under  penalties  of  perjury  and 
stating  whether  any  action  has  been  in¬ 
stituted  to  construe  or  to  contest  the 
decedent’s  will  or  any  provision  thereof 
affecting  the  charitable  deduction 
claimed  and  whether,  according  to  his 
information  and  belief,  any  such  action 
is  designed  or  contemplated. 

The  executor  shall  also  submit  such  other 
documents  or  evidence  as  may  be  re¬ 
quested  by  the  district  director. 

§  20.2055-2  Transfers  not  exclusively 
for  charitable  purposes — (a)  Remainders 
and  similar  interests.  If  a  trust  is  cre¬ 
ated  or  property  is  transferred  for  both 
a  charitable  and  a  private  purpose,  de¬ 
duction  may  be  taken  of  the  value  of 
the  charitable  beneficial  interest  only 
insofar  as  that  interest  is  presently  as¬ 
certainable,  and  hence  severable  from 
the  noncharitable  interest.  The  present 
value  of  a  remainder  or  other  deferred 
payment  to  be  made  for  a  charitable  pur¬ 
pose  is  to  be  determined  in  accordance 
with  the  rules  stated  in  §  20.2031-7. 
Thus,  if  money  or  property  is  placed  in 
trust  to  pay  the  income  to  an  individual 
during  his  life,  or  for  a  term  of  years,  and 
then  to  pay  the  principal  to  a  charitable 
organization,  the  present  value  of  the  re¬ 
mainder  is  deductible.  To  determine  the 
present  value  of  such  remainder  use  the 
appropriate  factor  from  column  4  of 
Table  I  or  Table  n  of  §  20.2031-7,  which¬ 
ever  is  applicable.  If  the  interest  trans¬ 
ferred  is  such  that  its  value  is  to  be 
determined  by  a  special  computation  (see 
paragraph  (e)  of  §  20.2031-7),  a  request 
for  a  specific  factor,  accompanied  by  a 
statement  of  the  date  of  birth  of  each 
person  the  duration  of  whose  life  may 
affect  the  value  of  the  remainder,  and 
by  copies  of  the  relevant  instrmnents, 
may  be  submitted  by  the  executor  to  the 
Commissioner  who  may,  if  conditions 
permit,  supply  the  factor  requested.  If 
the  Commissioner  does 'hot  furnish  the 
factor,  the.  claim  for  deduction  mi^t  be 
supported  by  a  full  statement  of  the  com- 
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putation  of  the  present  value  made  in 
accordance  with  the  principles  set 
forth  in  the  applicable  paragraph  of 
S  20.2031-7. 

(b)  Transfers  subject  to  a  condition  or 
a  power.  If,  as  of  the  date  of  a  dece¬ 
dent’s  death,  a  transfer  for  charitable 
purposes  is  dependent  upon  the  perform¬ 
ance  of  some  act  or  the  happening  of  a 
precedent  event  in  order  that  it  might 
become  effective,  no  deduction  is  allow¬ 
able  unless  the  possibility  that  the  char¬ 
itable  transfer  will  not  become  effective 
is  so  remote  as  to  be  negligible.  S  an 
estate  or  interest  has  passed  to  or  is 
vested  in  charity  at  the  time  of  a  dece¬ 
dent’s  death  and  the  estate  or  interest 
would  be  defeated  by  the  performance 
of  some  act  or  the  happening  of  some 
event,  the  occurrence  of  which  appeared 
to  have  been  highly  improbable  at  the 
time  of  the  decedent’s  death,  the  deduc¬ 
tion  is  allowable.  If  the  legatee,  de¬ 
visee,  donee,  or  trustee  is  empowered  to 
divert  the  property  or  fund,  in  whole  or 
in  part,  to  a  use  or  purpose  which  would 
have  rendered  it,  to  the  extent  that  it 
is  subject  to  such  power,  not  deductible 
had  it  been  directly  so  bequeathed,  de¬ 
vised,  or  given  by  the  decedent,  the  de¬ 
duction  will  be  limited  to  that  portion, 
if  any,  of  the  property  or  fimd  which  is 
exempt  from  an  exercise  of  the  power. 
The  deduction  is  not  allowed  in  the  case 
of  a  transfer  in  trust  conveying  to  char¬ 
ity  a  present  interest  in  income  if  by 
reason  of  all  the  conditions  and  circum¬ 
stances  surrounding  the  transfer  it  ap¬ 
pears  that  the  charity  may  not  receive 
the  beneficial  enjoyment  of  the  interest. 
For  example,  assume  that  assets  placed 
in  trust  by  the  decedent  consist  of  stock 
in  a  corporation  the  fiscal  policies  of 
which  are  controlled  by  the  decedent  and 
his  family,  that  the  trustees  and  re¬ 
maindermen  are  likewise  members  of  the 
decedent’s  family,  and  that  the  govern¬ 
ing  instrument  contains  no  adequate 
guarantee  of  the  requisite  income  to  the 
-charitable  organization.  Under  such  cir¬ 
cumstances,  no  deduction  will  be  allowed. 
Similarly,  if  the  trustees  are  not  mem¬ 
bers  of  the  decedent’s  family  but  have 
no  power  to  sell  or  otherwise  dispose  of 
the  closely  held  stock,  or  otherwise  in¬ 
sure  the  requisite  enjosmient  of  income 
to  the  charitable  organization,  no  deduc¬ 
tion  will  be  allowed. 

(c)  Disclaimers.  The  amount  of  a  be¬ 
quest.  devise,  or  transfer,  for  which  a 
deduction  is  allowable  under  section 
2055,  includes  an  interest  which  falls 
into  the  bequest,  devise,  or  transfer  as  a 
result  of  either — 

(1)  A  disclaimer  of  a  bequest,  devise, 
transfer!  or  power,  if  (i)  the  disclaimer 
is  made  within  15  months  after  the  de¬ 
cedent’s  death  (the  period  of  time  within 
which  the  estate  tax  return  must  be  filed 
under  section  6075)  or  within  any  ex¬ 
tension  of  time  for  filing  the  return 
granted  pursuant  to  section  6081,  and 
(ii)  the  disclaimer  is  irrevocable  at  the 
time  the  deduction  is  allowed,  or 

(2)  The  complete  termination  of  a 
power  to  consume,'invade,  or  appropriate 
property  for  the  benefit  of  an  individual 
(whether  the  termination  occurs  by  rea¬ 
son  of  the  death  of  the  individual,  or 
otherwise)  if  the  termination  occurs  (i) 
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within  the  period  described  in  subpaia, 
graph  (1)  (i)  of  this  paragraph,  and 
(ii)  before  the  power  h^  been  exercised. 

Ordinarily,  a  disclaimer  made  by  a  per. 
son  not  under  any  legal  disability  wil 
be  considered  irrevocable  when  filed 
with  the  probate  court.  A  disclaimer  b 
a  complete  and  unqualified  refusal  to 
accept  the  rights  to  which  one  is  en< 
titled.  Thus,  if  a  beneficiary  uses  these 
rights  for  his  own  purposes,  as  by  re< 
ceiving  a  consideration  for  his  formal 
disclaimer,  he  has  not  refused  the  rights 
to  which  he  was  entitled.  There  can  be 
no  disclaimer  after  an  acceptanpe  of 
these  rights,  expressly  or  impliedly.  The' 
disclaimer  of  a  power  is  to  be  distin¬ 
guished  from  the  release  or  exercise  of  a 
power.  The  release  or  exercise  of  a 
power  by  the  donee  of  the  power  in  favor 
of  a  person  or  object  described  in  para¬ 
graph  (a)  of  §  20.2055-1  does  not  resqlt 
in  any  deduction  under  section  2055  in 
the  estate  of  the  dotior  of  a  power  (but 
see  paragraph  (b)  (1)  of  §  20.2055-1  with 
respect  to  the  donee’s  estate). 

(d)  Payments  in  compromise.  If  a 
charitable  organization  assigns  or  sur¬ 
renders  a  part  of  a  transfer  to  it  pursuant 
to  a  compromise  agreement  in  settlement 
of  a  controversy,  the  amount  so  assig^ 
or  surrendered  is  not  deductible  as  a 
transfer  to  that  charitable  organizatioiL 


§  20.2055-3  Death  taxes  payable  out 
of  charitable  transfers,  (a)  If  under  the  ' 
terms  of  the  will  or  other  governing  in¬ 
strument,  the  law  of  the  jurisdiction 
under  which  the  estate  is  administered, 
or  the  law  of  the  jurisdiction  impost 
the  particular  tax,  the  Federal  estate 
tax,  or  any  estate,  succession,  legacy,  or 
inheritance  tax  is  payable  in  whole  or  in 
part  out  of  any  property  the  transfer  of 
which  would  otherwise  be  allowable  as  a 
deduction  under  section  2055,  section 
2055  (c)  provides  that  the  sum  deductible 
is  the  amount  of  the  transferred  property 
reduced  by  the  amount  of  the  tax.  Sec¬ 
tion  2055  (c)  in  effect'provides  that  tiae 
deduction  is  based  on  the  amount  ac¬ 
tually  available  for  charitable  uses,  that 
is.  the  amount  of  the  fund  remainiuf 
after  the  pasonent  of  all  death  taxei 
Thus,  if  $50,000  is  bequeathed  for  a  char¬ 
itable  purpose  and  is  subjected  to  a  State 
inheritance  tax  of  $5,000,  payable  out  of 
the  $50,000,  the  amoimt  deductible  is 
$45,000.  If  a  life  estate  is  bequeathed  to 
an  individual  with  remainder  over  to  a 
charitable  organization,  and  by  the  local 
law  the  inheritance  tax  upon  the  life 
estate  is  paid  out  of  the  corpus  with  the 
result  that  the  charitable  organization 
will  be  entitled  'to  receive  only  the 
amount  of  the  fund  less  the  tdx,  the 
deduction  is  limited  to  the  present  value, 
as  of  the  date  of  the  testator’s  death,  of 
the  remainder  of  the  fund  so  reduced. 
If  a  testator  bequeaths  his  residuary 
estate,  or  a  portion  of  it,  to  charity,  and 
his  will  contains  a  direction  that  certain 
inheritance  .  taxes,  otherwise  payable 
from  legacies  upon  which  they  were  im¬ 
posed,  shall  be  payable  out  of  the  resid¬ 
uary  estate,  the  deduction  may  not  ex¬ 
ceed  the  bequest  to  charity  thus  reduced 
pursuant  to  the  direction  of  the  will.  K 
a  residuary  estate,  or  a  portion  of  it,  is 
bequested  to  charity,  and  by  the  local 
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the  Federal  estate  tax  Is  payable  out 
#  the  residuary  estate,  the  deduction 
iovnot  exceed  that  portion  of  the  resid- 
estate  bequeathed  to  charity  as  re- 
JSd  by  the  Federal  estate  tax.  The 
2t^  should  fully  disclose  the  compu- 
ffttion  of  the  amount  to  be  deducted.  If 
theamount  to  be  deducted  is  dependent 
the  amount  of  any  death  tax  which 
not  been  paid  before  the  filing  of  the 
there  should  be  submitted  with 
return  a  computation  of  that  tax. 
'°(b)  It  should  be  noted  that  if  the  Ped- 
-ral  estate  tax  is  payable  out  of  a  Charl¬ 
ie  transfer  so  that  the  amount  of  the 
Jiinsfer  otherwise  passing  to  charity  is 
reduced  by  the  amount  of  the  tax,  the 
Sultant  decrease  in  the  amount  pass¬ 
ing  to  charity  will  further  reduce  the 
allowable  deduction.  In  such  a  case,  the 
unount  of  the  charitable  deduction  can 
be  obtained  only  by  a  series  of  trial-and- 
error  computations,  or  by  a  formula. 
If  in  addition,  interdependent  State  and 
F^eral  taxes  are  involved,  the  computa¬ 
tion  becomes  highly  complicated.  Ex¬ 
amples  of  methods  of  computation  of 
the  charitable  deduction  and  the  mari¬ 
tal  deduction  (with  which  similar  prob¬ 
lems  are  encountered)  in  various 
situations  are  contained  in  supplemental 
instructions  to  the  estate  tax  return. 

(c)  For  the  allowance  of  a  deduction 
to  a  decedent’s  estate  for  certain  State 
death  taxes  imposed  upon  charitable 
transfers,  see  section  2053  (d)  and 
{ 20.2053-9. 

§20.2055-4  Disallowance  of  chari- 
table,  etc.,  deductions  because  of  “pro¬ 
hibited  transactions”,  (a)  Sections  503 
(e)  and  681  (b)  (5)  provide  that  no  de¬ 
duction  which  would  otherwise  be  allow¬ 
able  under  section  2055  for  the  value  of 
property  transferred  by  the  decedent 
during  his  lifetime  or  by  will  for  religious, 
charitable,  scientific,  literary,  or  educa¬ 
tional  purposes  (including  the  encour¬ 
agement  of  art  and  the  prevention  of 
cruelty  to  children  or  animals)  is 
allowed  if  (1)  the  transfer  is  made  in 
trust,  and,  for  income  tax  purposes  for 
the  taxable  year  of  the  trust  in  which  the 
transfer  is  made,  the  deduction  otherwise 
allowable  to  the  trust  under  section 
^  (c)  is  limited  by  section  681  (b)  (1) 
by  reason  of  the  trust  having  engaged  in 
a  prohibited  transaction  described  in 
section  681  (b)  (2),  or  (2)  the  transfer 
is  made  to  a  corporation,  community 
chest,  fund  or  foundation  which,  for  its 
taxable  year  in  which  the  transfer  is 
made,  is  not  exempt  from  income  tax 
under  section  501  (a)  by  reason  of  hav¬ 
ing  engaged  in  a  prohibited  transaction 
described  in  section  503  (c) .  ^ 

(b)  For  purposes  of  section  681  (b) 
(5)  and  section  503  (e),  the  term  “trans¬ 
fer”  includes  any  gift,  contribution, 
bequest,  devise,  legacy,  or  other  dispo¬ 
sition.  In  applying  such  sections  for 
estate  tax  purposes,  a  transfer,  whether 
made  during  the  decedent’s  lifetime  or 
by  will,  is  considered  as 'having  been 
made  at  the  moment  of  the  decedent’s 
death. 

(c)  The  income  tax  regulations  con¬ 
tain  the  rules  for  the  determination  of 
the  taxable  year  of,  the  trust  for  which 
|be  deduction  under  section  642  (c)  is 
limited  by  section  681  (b)  and  for  the 
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determination  of  the  taxable  year  of  the 
organization  for  which  an  exemption  is 
denied  under  section  503  (a).  Gener¬ 
ally,  such  taxable  year  is  a  taxable  year 
subsequent  to  the  taxable  year  during 
which  the  trust  or  organization  has  been 
notified  by  the  Commissioner  of  Internal 
Revenue  that  it  has  engaged  in  a  pro¬ 
hibited.  transaction.  However,  if  the 
trust  or  organizat^n  during  or  prior  to 
the  taxable  year  entered  into  the  pro¬ 
hibited  transaction  for  the  purpose  of 
diverting  its  corpus  or  income  from  the 
charitable  or  other  purposes  by  reason 
of  which  it  is  entitled  to  a  deduction  or 
exemption,  and  the  transaction  involves 
a  substantial  part  of  the  income  or 
corpus,  then  the  deduction  of  the  trust 
under  section  642  (c)  for  such  taxable 
year  is  limited  by  section  681 '(b),  or  ex¬ 
emption  of  the  organization  for  such 
taxable  year  is  denied  under  section  503 
(a),  whether  or  not  the  organization 
has  previously  received  notification  by 
the  Commissioner  of  Internal  Revenue 
'ythat  it  is  engaged  in  a  prohibited  trans¬ 
action.  In  certain  cases,  the  limitation 
of  sections  681  or  503  may  be  removed 
or  the  exemption  may  be  reinstated  for 
certain  subsequent  taxable  years  under 
the  rules  set  forth  in  the  income  tax 
regulations  under  sections  681  and  503. 
In  cases  in  which  prior  notification  by 
the  Commissioner  of  Internal  Revenue  is 
not  required  in  order  to  limit  the  deduc¬ 
tion  of  the  trust  under  section  681  (b) 
or  to  deny  exemption  of  the  organization 
under  section  503,  the  deduction  other¬ 
wise  allowable  under  section  2055  is  not 
disallowed  in  respect  of  transfers  made 
during  the  same  taxable  year  of  the 
trust  or  organization  in  which  a  pro¬ 
hibited  transaction  occurred  or  in  a 
prior  taxable  year  unless  the  decedent 
or  a  member  of  his  family  was  a  party 
to  the  prohibited  transaction.  For  the 
purpose  of  the  preceding  sentence,  the 
members  of  the  decedent’s  family  in¬ 
clude  only  his  brothers  and  sisters, 
whether  by  whole  or  half  blood,  spouse, 
ancestors,  and  lineal  descendants. 

§  20.2056  (a)  Statutory  provisions; 
bequests,  etc.,  to  surviving  spouse;  al¬ 
lowance  of  marital  deduction. 

Sec.  2056.  Bequests,  etc.,  to  surviving 
spouse — (a)  Allowance  of  mqrital  deduction. 
For  purposes  of  the  tax  Imposed  by  section 
2001,  the  value  of  the  taxable  estate  shall, 
except  as  limited  by  subsections  (b),  (c), 
and  (d),  be  determined  by  deducting  from 
the  value  of  the  gross  estate  an  amount 
equal  to  the  value  of  any  interest  In  property 
which  passes  or  has  passed  from  the  decedent 
to  his  surviving  spouse,  but  only  to  the 
extent  that  such  interest  is  Included  in  de¬ 
termining  the  value  of  the  gross  estate. 

§  20.2056  (a)-l  Marital  deduction;  in 
general,  (a)  A  deduction  is  allowed 
imder  section  2056  from  the  gross  estate 
of  a  decedent  who  was  a  citizen  or  resi¬ 
dent  of  the  United  States  at  the  time  of 
his  death  for  the  value  of  any  property 
Interest  which  passed  from  the  decedent 
to  his  surviving  spouse,  if  the  interest  is 
a  “deductible  interest”  as  defined  in 
S  20.2056  (a) -2,  and  if  the  total  of  such 
interests  does  not  exceed  the  percentage 
limitation  set  forth  in  §§  20.2056  (c)-l 
and  20.2056  (c)-2.  This  deduction  is  re¬ 
ferred  to  as  the  “marital  deduction”. 


The  marital  deduction  is  generally  not 
available  if  the  decedent’s  gross  estate 
consists  exclusively  of  property  held  by 
the  decedent  and  his  surviving  spouse  as 
community  property  under  the  law  of 
any  State,  Tendtory,  or  possession  of  the 
United  States,  or  any  foreign  coimtry. 
See  S  20.2056  (c)-2.  Except  as  otherwise 
provided  by  a  death  tax  convention  with 
a  foreign  country,  the  marital  deduction 
is  not  allowed  in  the  case  of  an  estate 
of  a  nc^esident  who  was  not  a  citizen 
of  the  United  States  at  the  time  of  his 
death.  However,  if  the  decedent  was  a 
citizen  or  resident,  his  estate  is  not  de¬ 
prived  of  the  right  to  the  marital  deduc¬ 
tion  by  reason  of  the" fact  that  his  sur¬ 
viving  spouse  was  neither  a  resident  nor 
a  citizen.  For  convenience,  the  surviv¬ 
ing  spouse  is  generally  referred  to  in 
the  feminine  gender,  but  if  the  decedent 
was  a  woman  the  reference  is  to  her  sur¬ 
viving  husband.  Sections  20.2056  (b)-l 
through  20.2056  (b)-6  contain  miscella¬ 
neous  rules  for  determining  the  amount 
of  “deductible  interests”;  §§  20.2056 

(c) -l  and  20.2056  (c)-2  provide  a  per¬ 
centage  limitation  on  the  allowable 
amount  of  the  marital  deduction;  §  20.- 
2056  (d)-l  states  special  rul^  concerning 
disclaimers  of  interacts  in  property;  and 
§§  20.2056  (e)-l  through  20.2056  (e)-a 
define  various  terms  used  in  the  afore¬ 
mentioned  sections. 

(b)  In  order  to  obtain  the  marital  de¬ 
duction  with  respect  to  any  property 
interest,  the  executor  must  establish  the 
following  facts: 

(1)  That  the  decedent  was  survived 
by  his  spouse  (see  paragraph  (e)  of 
§20.2056  (e)-2); 

(2)  ’That  the  property  interest  passed 
from  the  decedent  to  his  spouse  (see 
§§20.2056  (b)-5,  20.2056  (b)-6,  20.2056 

(d) -l,  and  20.2056  (e)-l  through  20.2056 

(e) -3); 

(3)  That  the  property  interest  Is  a 
“deductible  interest”  (see  §  20.2056 
(a)-2); 

(4)  'The  value  of  the  property  interest 
(see  §  20.2056  (b)-4;  and 

(5)  ’The  value  of  th^  decedent’s  “ad¬ 
justed  gross  estate”  (see  L§  20.2056  (c)-l 
and  20.2056  (0-2). 

The  executor  must  submit  such  proof  as 
is  necessary  to  establish  these  facts,  in¬ 
cluding  any  evidence  requested  by  the 
district  director. 

§20.2056  (a) -2  Marital  deduction; 
“deductible  interests”  and  “nondeducti¬ 
ble  interests”,  (a)  Property  interests 
which  passed  from  a  decedent  to  his 
surviving  spouse  fall  within  two  general 
categories:  (1)  Those  with  respect  to 
which  the  marital  deduction  is  author¬ 
ized,  and  (2)  those  with  respect  to  which 
the  marital  deduction  is  not  authorized. 
These  categories  are  referred  to  in  this 
section  and  other  sections  of  the  regula¬ 
tions  ufider  section  2056  as  “deductible 
interests”  and  “nondeductible  interests”, 
respectively  (see  paragraph  (b)  at  this 
section) .  Subject  to  the  perceBdtage 
limitation  set  forth  in  §§  20.2056  (c)-l 
and  20.2056  (c)-2,  the  marital  deduction 
is  equal  in  amount  to  the  aggregate  value 
of  the  “deductible  interests”. 

(b)  An  interest  passing  to  a  decedent’s 
surviving  spouse  is  a  “deductible  inter- 
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est"  If  it  does  not  fall  within  one  of  the 
following  categories  of  “nondeductible 
interests”: 

(1)  Any  property  interest  which  passed 
from  the  decedent  to  his  surviving  spouse 
is  a  “nondeductible  interest”  to  the  ex¬ 
tent  it  is  not  included  in  the  decedent’s 
gross  estate. 

(2)  If  a  deduction  is  allowed  imder 
section  2053  (relating  to  deductions  for 
expenses  and  indebtedness)  by  reason 
of  the  passing  of  a  property  interest  from 
the  decedent  to  his  surviving  spouse,  such 
interest  is.  to  the  extent  of  the  deduction 
under  section  2053,  a  “nondeductible  in¬ 
terest”.  Thus,  a  property  interest  which 
passed  from  the  decedent  to  his  surviv¬ 
ing  spouse  in  satisfaction  of  a  deductible 
claim  of  the  spouse  against  the  estate  is, 
to  the  extent  of  the  claim,  a  “nondeduc¬ 
tible  intei’est”  (see  §20.2056  (b)-4). 
Similarly,  amounts  deducted  under  sec¬ 
tion  2053  (a)  (2)  for  commissions  allowed 
to  the  surviving  spouse  as  executor  are 
“nondeductible  interests”.  As  to  the 
valuation,  for  the  purpose  of  the  marital 
deduction,  of  any  property  interest  which 
passed  from  the  decedent  to  his  surviv¬ 
ing  spouse  subject  to  a  mortgage  or  other 
encumbrance,  see  §20.2056  (b)-4. 

(3)  If  during  settlement  of  the  estate 
a  loss  deductible  under  section  2054 
occurs  with  respect  to  a  property  interest, 
then  that  interest  is,  to  the  extent  of  the 
deductible  loss,  a  “nondeductible  inter¬ 
est”  for  the  purpose  of  the  marital 
deduction. 

(4)  A  property  interest  passing  to  a 
decedent’s  surviving  spouse  which  is  a 
“terminable  interest”,  as  defined  in 
§  20.2056  (b)-l,  is  a  “nondeductible  in¬ 
terest”  to  the  extent  specified  in  that 
section. 

§  20.2056  (b)  Statutory  provisions;  be¬ 
quests,  etc.,  to  surviving  spouse;  limita¬ 
tion  in  the  case  of  life  estate  or  other 
terminable  interest. 

Sec.  2056.  Bequests,  etc.,  to  surviving 
spouse.  •  • 

(b)  Limitation  in  the  case  of  life  estate 
or  other  terminable  interest — (1)  General 
rule.  Where,  on  the  lapse  of  time,  on  the 
occxurence  of  an  event  or  contingency,  or  on 
the  failure  of  an  event  or  contingency  to 
occiu:,  an  interest  passing  to  the  surviving 
spouse  vrill  tenninate  or  fail,  no  deduction 
shaU  be  allowed  under  this  section  with 
respect  to  such  interest — 

(A)  If  an  interest  in  such  property  passes 
or  has  passed  (for  less  than  an  adequate  and 
full  consideration  in  money  or  money’s 
worth)  from  the  decedent  to  any  person 
other  than  such  stirviving  spouse  (or  the 
estate  of  such  spouse):  and 

(B)  If  by  reason  of  such  passing  such 
I>erEon  (or  his  heirs  or  assigns)  may  possess 
or  enjoy  any  part  of  such  property  after  such 
termination  or  failure  of  the  interest  so  pass¬ 
ing  to  the  surviving  spouse; 

and  no  deduction  shall  be  allowed  with 
resjject  to  such  interest  (even  if  such  deduc¬ 
tion  is  not  disallowed  \mder  subparagraphs 
(A)  and  (B))  — 

(C)  If  such  Interest  Is  to  be  acquired  for 
the  surviving  spouse,  pursuant  to  directions 
of  the  decedent,  by  his  executor  or  by  the 
trustee  of  a  trust. 

For  purposes  of  this  paragraph,  an  Interest 
shall  not  be  considered  as  an  interest  which 
will  terminate  or  fail  merely  because  it  is 
the  ownership  of  a  bond,  note,  or  similar 
contractual  obligation,  the  discharge  of 


which  woiild  not  have  the  effect  of  an  an¬ 
nuity  for  life  or  for  a  term. 

(2)  Interest  in  unidentified  assets.  Where 
the  assets  (included  in  the  decedent’s  gross 
estate)  out  of  which,  or  the  proceeds  of 
which,  an  Interest  passing  to  the  surviving 
spouse  may  be  satisfied  Include  a  particular 
asset  or  assets  with  respect  to  which  no 
deduction  would  be  allowed  if  such  asset  or 
assets  passed  from  -  the  decedent  to  such 
spouse,  then  the  value  of  such  Interest  pass¬ 
ing  to  such  spouse  shall,  for  purposes  of 

-subsection  (a),  be  reduced  by  the  aggregate 
value  of  such  particular  assets. 

(3)  Interest  of  spouse  conditional  on  sur¬ 
vival  for  limited  period.  For  purposes  of  this 
subsection,  an  interest  passing  to  the  sur¬ 
viving  spouse  shall  not  be  considered  as  an 
Interest  which  will  terminate  or  fail  on  the 
death  of  such  spouse  if — 

(A)  Such  death  will  cause  a  termination 
or  failure  of  such  interest  only  if  it  occurs 
within  a  period  not  exceeding  6  months  after 
the  decedent’s  death,  or  only  if  it  occurs  as 
a  result  of  a  common  disaster  resulting  in 
the  death  of  the  decedent  and  the  surviving 
spotise,  or  only  if  it  occurs  in  the  case  of 
either  such  event;  and 

(B)  Such  termination  or  failure  does  nbt 
in  fact  occur.  , 

(4)  Valuation  of  interest  passing  to  sur¬ 
viving  spouse.  In  determining  for  purposes 
of  subsection  (a)  the  value  of  any  interest 
in  property  passing  to  the  surviving  spouse 
for  which  a  deduction  is  allowed  by  this 
section — 

(A)  There  shall  be  taken  into  account  the 
effect  which  the  tax  imposed  by  section  2001, 
or  any  estate,  succession,  legacy,  or  inherit¬ 
ance  tax,  has  on  the  net  value  to  the  sur¬ 
viving  spouse  of  such  interest;  and 

(B)  Where  such  Interest  or  i»'operty  is 
encumbered  in  any  manner,  or  where  the 
surviving  spouse  incurs  any  obligation  im¬ 
posed  by  the  decedent  with  respect  to  the 
passing  of  such  Interest,  such  encumbrance 
or  obligation  shall  be  taken  into  account 
in  the  same  manner  as  if  the  amount  of  a 
gift  to  such  spotise  of  such  interest  were 
being  determined. 

(5)  Life  estate  with  power  of  appointment 
in  surviving  spouse.  In  the  case  of  an  inter¬ 
est  in  property  passing  from  the  decedent, 
if  his  surviving  spouse  is  entitled  for  life  to 
all  the  income  from  the  entire  interest,  or 
all  the  income  from  a  specific  portion  thereof, 
payable  annually  or  at  more  frequent  inter¬ 
vals,  with  power  in  the  surviving  spouse  to 
appoint  the  entire  interest,  or  such  specific 
portion  (exercisable  in  favor  of  such  sur¬ 
viving  spouse,  or  of  the  estate  of  such  sur¬ 
viving  spouse,  or  in  favor  of  either,  whether 
or  not  in  each  case  the  power  is  exercisable  in 
favor  of  others),  and  with  no  power  in  any 
other  person  to  appoint  any  part  of  the 
Interest,  or  such  specific  portion,  to  any  per¬ 
son  other  than  the  surviving  spouse — 

(A)  The  interest  or  such  portion  thereof 
so  passing  shall,  for  purposes  of  subsection 
(a) .  be  considered  as  passing  to  the  surviving 
spouse,  and 

(B)  No  part  of  the  interest  so  passing 
shall,  for  purposes  of  paragraph  (1)  (A),  be 
considered  as  passing  to  any  person  other 
than  the  surviving  spouse. 

This  paragraph  shall  apply  only  if  such 
power  in  the  surviving  spouse  to  appoint  the 
entire  Interest,  or  such  specific  portion 
thereof,  whether  exercisable  by  will  or  during 
life,  is  exercisable  by  such  spouse  alone  and 
in  all  events. 

(6)  Life  insurance  or  annuity  payments 
with  power  of  appointment  in  surviving 
spouse.  In  the  case  of  an  Interest  in  prop¬ 
erty  passing  from  the  decedent  consisting  of 
proceeds  under  a  life  insurance,  endowment, 
or  annuity  contract,  if  under  the  terms  of 
the  contract  such  proceeds  are  payable  in 
Installments  or  are  held  by  the  insurer 
subject  to  an  agreement  to  pay  Interest 


thereon  (whether  the  proceeds,  on  the  w 
mination  of  any  interest  payments,  are  ^ 
able  in  a  lump  sum  or  in  anwim) 
frequent  installments) ,  and  such 
or  Interest  payments  are  payable  aanS! 
or  at  more  frequent  Intervals,  cominei^ 
not  later  than  13  months  after  the  deoe(^S 
death,  and  all  amounts,  or  a  speciflo  po^ 
of  all  such  amounts,  payable  during  tbefo 
of  the  surviving  spouse  are  payable  onh  ^ 
such  spouse,  and  such  spouse  has  the  I 
to  appoint  all  amounts,  or  such'  spedflo^ 
tion,  payable  under  such  contract  (ezc^ 
able  in  favor  of  such  surviving  spouse;  or  a 
the  estate  of  such  surviving  spouse,  or  h 
favor  of  either,  whether  or  not  in  ea^  d,, 
the  power  is  exercisable  in  favor  of  othcni 
with  no  power  in  any  other  person  to  sppoiM 
such  amounts  to  any. person  other  tha&tbi 
surviving  spouse — 

(A)  Such  amounts  shall,  for  purposif  o( 
subsection  (a),  be  considered  as  paastagto 
the  surviving  spouse,  and 


(B)  No  part  of  such  amounts  whan  fg, 
purposes  of  paragraph  (1)  (A),  be  consideai 
as  passing  to  any  person  other  than  the  tm, 
vlvlng  spouse. 


This  paragraph  shall  apply  only  if,  under  thi 
terms  of  the  contract,  such  power  in  tbi 
surviving  spouse  to  appoint  such  amotnti, 
whether  exercisable  by  will  or  d\u4ng  tti*, 
is  exercisable  by  such  spouse  alone  and  in  to 
events. 
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§20.2056  (b)-l  Marital  deduetim; 
limitation  in  case  of  life  estate  or  otktr 
^'terminable  interest*’ — (a)  Jn  generd. 
Section  2056  (b)  provides  that  no  mar. 
ital  deduction  is  allowed  with  respect  to 
certain  property  interests,  referred  to 
generally  as  “terminable  intereabT; 
passing  from  a  decedent  to  his  suridvta)| 
spouse.  The  phrase  “terminable  inter¬ 
est”  is  defined  in  paragraph  (b)  of  tbif 
section.  However,  the  ;(act  that  an  in¬ 
terest  in  property  passing  to  a  decedentl 
surviving  spouse  is  a  “terminable  in¬ 
terest”  makes  it  nondeductible  only  (1) 
under  the  circumstances  described  in 
paragraph  (c)  of  this  section,  and  (3) 
if  it  does  not  come  within  one  of  the 
exceptions  referred  to  in  paragraph  (d) 
of  this  section. 

(b)  "Terminable  interests”.  A  “ter¬ 
minable  Interest”  in  property  is  an  in¬ 
terest  which  will  terminate  or  fail  on 
the  lapse  of  time  or  on  the  occurrence  or 
the  failure  to  occur  of  some  contingenci; 
Life  estates,  terms  for  years,  annuiti^ 
patents,  and  copyrights  are  thertfim 
terminable  interests.  However,  a  bond, 
note,  or  similar  contractual  obligatiQD» 
the  discharge  of  which  would  not  haw 
the  effect  of  an  annuity  or  a  term  fw 
years,  is  not  a  terminable  interest. 

(c)  Nondeductible  terminable  rnier- 
ests.  (1)  A  property  interest  whWi 
constitutes  a  terminable,  interest,  as  de¬ 
fined  in  paragraph  (b)  of  this  sectioiv 
is  nondeductible  if — 

(1)  Another  interest  in  the  same  prop¬ 
erty  passed  from  the  decedent  to  some 
other  person  for  less  than  an  adequate 
and  full  consideration  in  money  or 
money’s  worth,  and 

(ii)  By  reason  of  its  passing,  the  other 
person  or  his  heirs  or  assigns  may  possess 
or  enjoy  any  part  of  the  property  after 
the  terihination  or  failure  of  the  spousel 
interest. 

(2)  Even  though  a  property  interest 
which  constitutes  a  terminable  interest 
is  not  nondeductible  by  reason  of  the 
rules  stated  in  subparagraph  (1)  of  this 


pariigraph.  such  an  Interest  Is  nonde- 

decedent  has  directed  his  ex- 

.itor  or  a  trustee  to  acquire  such  an 
rijest  for  the  decedent’s  surviving 
^^^(see  further  paragraph  (f )  of  this 

*^)*^kich  an  interest  t)assing  to  the 
xpcedent’s  surviving  spouse  may  be  satis- 
fl^out  of  a  group  of  assets  which 
Prudes  a  nondeductible  interest  (see 
jPjljier  §20.2056  (b)-2).  In  this  case, 
however,  full  nondeductibility  may  not 

Exceptions.  A  property  interest 
spring  to  a  decedent’s  surviving  spouse 
tedSluctible  (if  it  is  not  otherwise  dis- 
-ujjifled  under  §  20.2056  (a) -2)  even 
^ough  it  is  a  terminable  interest,  and 
though  an  interest  .therein  passed 
from  the  decedent  to  another  person,  if 
it  is  a  terminable  interest  only  because — 

(1)  It  is  conditioned  on  the  spouse’s 
mrviTing  for  a  limited  period,  in  the 
jfwnftr  described  in  §  20.2056  (b)— 3; 

(2)  It  is  a  right  to  income  for  life 
^  a  general  power  of  appointment, 
mating  the  requirements  set  forth  in 
§20.2056  (b)-5;  or 

(3)  It  consists  of  life  insurance  or 
ann^ty  payments  held  by  the  insurer 
with  a  general  power  of  appointment  in 
the  spouse,  meeting  the  requirements^set 
forth  in  §20.2056  (b)-6. 

(e)  Miscellaneous  principles.  (1)  In 
determining  whether  an  interest  passed 
(itxn  the  decedent  to  some  other  person. 
It  is  immaterial  whether  interests  in  the 
same  property  passed  to  the  decedent’s 
spouse  and  another  person  at  the  same 
time,  or  under  the  same  instrument. 

(2)  In  determining  whether  an  inter¬ 
est  in  the  same  property  passed  from  the 
dwedent  both  to  his  surviving  spouse 
and  to  some  other  person,  a  distinction 
is  to  be  drawn  between  “property”,  as 
such  term  is  used  in  section  2056,  and 
an  “interest  in  property”.  The  term 
j  "property”  refers  to  the  underlsdng  prop¬ 
el  in  which  various  interests  exist; 

I  each  such  interest  is  not  for  this  purpose 
to  be  considered  as  “pfoperty”. 

!  (3)  Whether  or  not  an  interest  is  non¬ 

deductible  because  it  is  a  terminable  in¬ 
terest  is  to  be  determined  by  reference 
to  the  property  interests  which  actually 
passed  from  the  decedent.  Subsequent 
conversions  of  the  property  are  immate- 
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a  terminable  Interest  for  his  surviving 
spouse.  The  marital  deduction  is  not 
allowed  even  though  no  interest  in  the 
property  subject  to  the  terminable  in¬ 
terest  passes  to  another  person  and  even 
though  the  interest  would  otherwise  come 
within  the  exceptions  described  in 
§§  20.2056  (b)-5  and  20.2056  (b)-6  (re¬ 
lating  to  life  estates  and  life  insurance 
and  annuity  payments  with  powers  of 
appointment).  However,  a  general  in¬ 
vestment  power,  authorizing  investments 
in  both  terminable  interests  and  other 
property,  is  not  a  direction  to  invest  in 
a  terminable  interest. 

(g)  Examples.  The  application  of  this 
section  may  be  illustrated  by  the  follow¬ 
ing  examples,  in  each  of  which  it  is  as¬ 
sumed  that  the  property  interest  which 
passed  from  the  decedent  to  a  person 
other  than  his  surviving  spouse  did  not 
pass  for  an  adequate  and  full  considera¬ 
tion  in  money  or  money’s  wqrth: 

Example  (I).  H  (the  decedent)  devised 
real  property  to  W  (his  surviving  wife)  for 
life,  with  remainder  to  A  and  his  heirs.  The 
Interest  which  passed  from  H  to  W  Is  a  non¬ 
deductible  Interest  since  it  wUl  terminate 
upon  her  death  and  A  (or  his  heirs  or  as¬ 
signs)  will  thereafter  possess  or  enjoy  the 
property. 

Example  (2).  H  bequeathed  the  residue 
of  his  estate  in  trust  for  the  benefit  of  W 
and  A.  The  trust  Income  Is  to  be  paid  to  W 
for  life,  and  upon  her  death  the  corpus  ls>to 
be  distributed  to  A  or  his  issue.  However, 
If  A  should  die  without  issue,  leaving  W  sur¬ 
viving,  the  corpus  is  then  to  be  distributed  to 
W.  The  interest  which  passed  from  H  to  W 
Is  a  nondeductible  interest  since  it  wUl  ter¬ 
minate  in  the  event  of  her  death  if  A  or  his 
issue  survive,  and  A  or  his  Issue  will  there¬ 
after  possess  or  enjoy  the  property. 

Example  (3).  H  diuring  his  lifetime  pur¬ 
chased  an  annuity  contract  providing  for 
pa3rments  to  himself  for  life  and  then  to  W 
for  life  if  she  should  survive  him.  Upon  the 
death  of  the  survivor  of  H  and  W,  the  excess, 
if  any,  of  the  cost  of  the  contract  over  the 
annuity  payments  theretofore  made  was  to 
be  refunded  to  A.  The  interest  which  passed 
from  H  to  W  is  a  nondeductible  interest  since 
A  may  possess  or  enjoy  a  part  of  the  property 
following  the  termination  of  the  Interest  of 
W.  If.  however,  the  contract  provided  for 
no  refund  upon  the  death  of  the  survivor 
of  H  and  W,  or  provided  that  any  refund  was 
to  go  to  the  estate  of  the  survivor,  then  the 
Interest  which  passed  from  H  to  W  is  (to  the 
extent  it  is  included  in  H*!  gross  estate)  a 
deductible  Interest. 

Example  (4).  H,  In  contemplation  of 
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of  the  property  for  a  term  of  20  years.  R 
died  within  the  20-year  term,  bequeathing 
the  right  to  the  remaining  rentals  to  a  trust 
for  the  benefit  of  W.  The  terms  of  the  trust 
satisfy  the  five  conditions  stated  In  S  20.2056 
(b)-5.  so  that  the  property  Interest  which 
passed  In  trust  Is  considered  to  have  passed 
from  H  to  W.  However,  the  interest  Is  a 
npndeductlble  Interest  since  it  will  terminate 
upon  the  expiration  of  the  term  and  A  will 
thereafter  possess  or  enjoy  the  property. 

Example  {$).  H  bequeathed  a  patent  to 
W  and  A  as  tenants  In  common.  In  this 
case,  the  Interest  of  W  will  terminate  upon 
the  expiration  of  the  term  of  the  patent, 
but  possession  or  enjoyment  of  the  property 
by  A  must  necessarily  cease  at  the  same  time. 
Therefore,  since  A’s  possession  or  enjo3rment 
cannot  outlast  the  termination  of  W*s  Inter¬ 
est,  the  latter  is  a  deductible  Interest. 

Example  (7).  A  decedent  bequeathed 
$100,000  to  his  wife,  subject  to  a  direction 
to  his  executor  to  use  the  bequest  for  the 
purchase  of  an  annuity  for  the  wife.  The 
bequest  Is  a  nondeductible  Interest. 

Example  (8).  Assume  that  pursuant  to 
local  law  an  allowance  for  support  is  payable 
to  the  decedent’s  surviving  spoxise  during  the 
I>erlod  of  J;he  administration  of  the  decedent's 
estate,  but  that  upon  her  death  or  re¬ 
marriage  during  such  period  her  right  to  any 
further  allowance  will  terminate.  Assiune 
further  that,  the  svirviving  spoxise  Is  sole 
beneficiary  of  the  decedent's  estate.  Under 
such  circumstances,  the  allowance  con¬ 
stitutes  a  deductible  Interest  since  aily  part 
of  the  allowance  not  receivable  by  the  sur¬ 
viving  spdiise  during  her  lifetime  will  pass 
to  her  estate  under  the  terms  of  the  dece¬ 
dent's  will.  If,  In  this  example,  the  decedent 
bequeathed  only  one-thirtKof  his  residuary 
estate  to  his  surviving  siwxise.  then  two- 
thirds  of  the  allowance  for  support  would 
constitute  a  nondeductible  terminable 
Interest. 

§  20.2056  (b)-2  Marital  deduction;  in¬ 
terest  in  unidentified  assets,  (a)  Sec¬ 
tion  2056  (b)  (2)  provides  that  if  an 
interest  passing  to  a  decedent’s  surviv¬ 
ing  spouse  may  be  satisfied  out  of  assets 
(or  their  proceeds)  which  include  a  par¬ 
ticular  asset  that  would  be  a  nonde¬ 
ductible  interest  if  it  passed  from  the 
decedent  to  his  spouse,  the  value  of  the 
interest  passing  to  the  spouse  is  reduced, 
for  the  purpose  of  the  marital  deduction, 
by  the  value  of  the  particular  asset. 

(b)  In  order  for  section  2056  (b)  (2) 
to  apply,  two  circumstances  must  coexist, 
as  follows: 

(1)  The  property  interest  which 
passed  from  the  decedent  to  his  surviv¬ 
ing  spouse  must  be  payable  out  of  a  group 


rial  for  this  purpose.  Thus,  where  a  de¬ 
cedent  bequeathed  his  estate  to  his  wife 
tor  life  with  remainder  to  his  children, 
the  Interest  which  passed  to  his  wife  is 
a  nondeductible  interest,  even  though 
the  wife  agrees  with  the  children  to  take 
a  fractional  share  of  the  estate  in  fee 
in  lieu  of  the  life  interest  in  the  whole, 
or  sells  the  life  estate  for  cash,  or  ac¬ 
quires  the  remainder  interest  of  the  chil¬ 
dren  either  by  purchase  or  gift. 

(4)  The  terms  “passed  from  the  de¬ 
cedent”,  “passed  from  the  decedent  to 
his  surviving  spouse”,  and  “passed  from 
the  decedent  to  a  person  other  than  his 
surviving  spouse”  are  defined  in 
1520.2056  (e)-l  through  20.2056  (e)-3. 

(f)  Direction  to  acquire  a  terminable 
bUcresf.  No  marital  deduction  is  al¬ 
lowed  with  respect  to  a  property  interest 
which  a  decedent  directs  his  executor  or 
a  trustee  to  convert  after  his  death  into 


death,  transferred  a  residence  to  A  for  life 
with  remainder'to  W  provided  W  survives  A. 
but  if  W  predeceases  A,  the  property  is  to  pass 
to  B  and  his  heirs.  If  it  is  assxuned  that  H 
died  during  A's  lifetime,  and  the  value  of  the 
residence  was  included  in  determining  the 
value  of  his  gross  estate,  the  interest  which 
passed  from  H  to  W  is  a  nondeductible  in¬ 
terest  since  it  will  terminate  if  W  prede¬ 
ceases  A  and  the  prop>erty  will  thereafter  be 
possessed  or  enjoyed  by  B  (or  his  heirs  or 
assigns).  This  resxilt  is  not  affected  by,B'8 
assignment  of  his  interest  dxulng  H's  Ufetime, 
whether  made  in  favor  of  W  or  another  per¬ 
son,  since  the  term  "assigns” -( as  vised  in 
section  2056  (b)  (1)  (B))  includes  such  an 
assignee.  However,  if  it  is  assxuned  that  A 
predeceased  H,  the  interest  of  B  in  the  prop¬ 
erty  was  extinguished,  and,  viewed  as  of  the 
time  of  the  subsequent  death  of  H,  the  in¬ 
terest  which  passed  from  him  to  W  is  the 
entire  interest  in  the  property  and,  there¬ 
fore.  a  deductible  interest. 

Example  (5).  H  transferred  real  property 
to  A  by  gift,  reserving  the  right  to  the  rentals 


of  assets  included  in  the  gross  estate. 
Examples  of  property  interests  payable 
out  of  a  group  of  assets  are  a  general 
legacy,  a  bequest  of  the  residue  of  the 
decedent’s  estate  or  of  a  portion  of  the 
residue,  and  a  right  to  a  share  of  the 
corpus  of  a  trust  upon  its  terminatioh. 

(2)  The  group  of  assets  out  of  which 
the  property  interest  is  payable  must 
include  one  or  more  particular  assets 
which,  if  psissii^  specifically  to  the  sur¬ 
viving  spouse,  would  be  nondeductible 
interests.  Therefore,  section  2056  (b) 
(2)  is  not  applicable  merely  because  the 
group  of  assets  include^  a  terminable 
interest,  but  would  only  be  applicable  if 
the  terminable  interest  were  nondeducti¬ 
ble  under  the  provisions  of  §  20.2056 
(b)-l. 

(c)  If  both  of  the  circumstances  set 
forth  in  paragraph  (b)  of  this  section 
are  present,  the  property  interest  payable 
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out  of  the  group  of  assets  is  (except  as 
to  any  excess  of  its  value  over  the  ag¬ 
gregate  value  of  the  particular  asset  or 
assets  which  would  not  be  deductible  if 
passing  specifically  to  the  smrviving 
spouse)  a  nondeductible  interest. 

(d)  The  application  of  this  section 
may  be  illustrated  by  the  following 
example; 

Example.  A  decedent  bequeathed  one- 
third  of  the  residue  of  his  estate  to  his  wife. 
The  property  passing  under  the  decedent’s 
will  Included  a  right  to  the  rentals  of  an 
office  buUdlng  for  a  term  of  years,  reserved 
by  the  decedent  under  a  deed  of  the  build¬ 
ing  by  way  of  gift  to  his  son.  The  decedent 
did  not  make  a  specific  bequest  of  the  right 
to  such  rentals.  Such  right.  If  passing  spe¬ 
cifically  to  the  wife,  would  be  a  inondeductl- 
ble  Interest  (see  example  (6)  of  paragraph 
(g)  of  §  20.2056  (b)-l).  It  Is  assxuned  that 
'^the  value  of  the  bequest  of  one-third  of  the 
residue  of  the  estate  to  the  wife  was  (85,000, 
and  that  the  right  to  the  rentals  was  In¬ 
cluded  in  the  gross  estate  at  a  value  of 
(60,000.  If  the  decedent’s  executor  had  the 
right  under  the  decedent’s  wiU  or  local  law 
to  assign  the  entire  lease  In  satisfaction  of 
the  bequest,  the  bequest  Is  a  nondeductible 
Interest  to  the  extent  of  (60,000.  If  the  ex¬ 
ecutor  coiild  only  assign  a  one-third  Inter¬ 
est  In  the  lease  In  satisfaction  of  the  bequest, 
the  bequest  Is  a  nondeductible  Interest  to 
the  extent  of  (20,000.  If  the  decedent’s  wUl 
provided  that  his  wife’s  bequest  could  not  be 
satisfied  with  a  nondeductible  Interest,  the 
entire  bequest  Is  a  deductible  Interest.  If.  In 
this  example,  the  asset  In  question  had  been 
foreign  real  estate  not  Included  in  the  dece¬ 
dent’s  gross  estate,  the  results  would  be  the 
same. 

§  20.2056  (b)-3  Marital  deduction;  in^ 
terest  of  spouse  conditioned  on  survival 
for  limited  period— (.&)  In  general.  Gen¬ 
erally,  no  marital  deduction  is  allowable 
if  the  interest  passing  to  the  surviving 
spouse  is  a  terminable  interest  as  defined 
in  paragraph  (b)  of  §  20.2056  (b)-l. 
However,  section  2056  (b)  (3)  provides 
an  exception  to  this  rule  so  as  to  allow  a 
deduction  if  (1)  the  only  condition  under 
which  it  will  terminate  is  the  death  of  the 
surviving  spouse  within  6  months  after 
the  decedent’s  death,  or  her  death  as  a 
result  of  a  common  disaster  which  also 
resulted  in  the  decedent’s  death,  and  (2) 
the  condition  does  not  in  fact  occur. 

(b)  Six  months;  survival.  If  the  only 
condition  which  will  cause  the  interest 
taken  by  the  surviving  spouse  to  termi¬ 
nate  is  the  death  of  the  surviving  spouse 
and  the  condition  is  of  such  nature  that 
it  can  occur  only  within  6  months  follow¬ 
ing  the  decedent’s  death,  the  exception 
provided  by  section  2056  (b)  (3)  will  ap¬ 
ply,  provided  the  condition  does  not  in 
fact  occur.  However,  if  the  condition 
(unless  it  relates  to  death  as  a  result  of 
a  common  disaster)  is  one  which  may 
occur  either  within  the  6-month  period 
or  thereafter,  the  exception  provided  by 
section  2056  (b)  (3)  will  not  apply. 

(c)  Common  disaster.  If  a  property 
interest  passed  from  the  decedent  to  his 
siuyiving  spouse  subject  to  the  condi¬ 
tion  that  she  does  not  die  as  a  result  of  a 
common  disaster  which  also  resulted  in 
the  decedent’s  death,  the  exception  pro¬ 
vided  by  section  2056  (b)  -43)  will  not 
be  applied  in  the  final  audit  of  the  return 
if  there  is  still  a  possibility  that  the  sur¬ 
viving  spouse  may  be  deprived  of  the 
property  interest  by  operation  of  the 
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common  disaster  provision  as  given  ef¬ 
fect  by  the  local  law. 

(d)  Examples.  The  application  of  this 
section  may  be  illustrate  by  the  follow-? 
ing  examples: 

Example  (I).  A  decedent  bequeathed  his 
entire  estate  to  his  stjouse  on  condition  that 
she  sxirvive  him  by  6  months.  In  thd  event 
his  spouse  failed  to  survive  him  by  6  months, 
his  estate  was  to  go  to  his  niece  and  her 
heirs.  The  decedent  was  survived  by  his 
spouse.  It  will  be  observed  that,  as  of  the 
time  of  the  decedent’s  death,  it  was  possible 
that  the  niece  would,  by  reason  of  the  In¬ 
terest  which  passed  to  her  from  the  decedent, 
possess  or  enjoy  the  estate  after  the  termi¬ 
nation  of  the  interest  which  passed  to  the 
spouse.  Hence,  under  the  general  rule  set 
forth  In  §  20.2056  (b)-l,  the  interest  which 
passed  to  the  spouse  would  be  regarded  as 
a  nondcductible  interest.  If  the  surviving 
spouse  in  fact  died  within  6  months  after 
the  decedent’s  death,  that  general  rule  is  to 
bq  applied,  and  the  interest  which  passed 
to  the  spouse- Is  a  nondeductible  interest. 
However,  if  the  spouse  in  fact  sxuvlved  the 
decedent  by  6  months,  thus  extinguishing 
the  interest  of  the  niece,  the  case  comes 
within  the  exception  provided  by  section 
2056  (b)  (3),  and  the  interest  which  passed 
to  the  spo\ise  Is  a  deductible  Interest.  (It 
is  assumed  for  the  pm-pose  of  this  example 
that  no  other  factor  which  would  caiise  the 
interest  to  be  nondeductible  is  present.) 

Example  (2).  The  facts  are  the  same  as 
In  example  (1)  except  that  the  wUl  provided 
that  the  estate  was  to  go  to  the  niece  either 
in  case  the  decedent  and  his  spouse  should 
both  die  as  a  result  of  a  common  disaster,  or 
in  case  the  spouse  shoxild  fall  to  survive  the 
decedent  by  3  months.  It  is  assumed  that 
the  decedent  was  stirvived  by  his  spouse. 
In  this  example,  the  interest  which  passed 
from  the  decedent  to  his  surviving  spouse  is 
to  be  regarded  as  a  nondeductible  interest  if 
the  surviving  spouse  in  fact  died  either 
within  3  months  after  the  decedent’s  death 
or  as  a  result  of  a  common  disaster  which 
also  resulted  in  the  decedent’s  death.  How¬ 
ever,  if  the  spouse  in  fact  survived  the  de¬ 
cedent  by  3  months,  and  did  not  thereafter 
die  as  a  result  of  a  common  disaster  which 
also  resulted  in  the  decedent’s  death,  the 
exception  provided  under  section  2056  (b)  (3) 
will  apply  and  the  interest  will  be  deductible. 

Example  (3).  The  facts  are  the  same  as  in 
example  (1)  except  that  the  will  provided 
that  the  estate  was  to  go  to  the  niece  if  the 
decedent  and  his  spouse  should  both  die 
as  a  result  of  a  common  disaster  and  if  the 
spouse  failed  to  survive  the  decedent  by  3 
months.  If  the  spouse  in  fact  survived  the 
decedent  by  3  months,  the  Interest  of  the 
niece  is  extinguished,  and  the  interest  pass¬ 
ing  to  the  spouse  is  a  deductible  interest. 

Example  (4).  A  decedent  devised  and  be¬ 
queathed  his  residuary  estate  to  his  wife  if 
she  was  living  on  the  date  of  distribution 
of  his  estate.  The  devise  and  bequest  is 
a  nondeductible  interest  even  though  dis¬ 
tribution  took  place  within  6  months  after 
the  decedent’s  death  and  the  siirvivlng 
spouse  in  fact  svurvived  the  date  of  distribu¬ 
tion. 

§  20.2056  (b)-4  Marital  deduction; 
valuation  of  interest  passing  to  surviving 
spouse — (a)  In  general.  The  value,  for 
the  purpose  of  the  marital  deduction, 
of  any  deductible  interest  which  passed 
from  the  decedent  to  his  surviving  spouse 
is  to  be  determined  as  of  the  date  of  the 
decedent’s  death,  except  that  if  the  exec¬ 
utor  elects  the  alternate  valuation  meth¬ 
od  under  section  2032  the  valuation  is 
to  be  determined  as  of  the  date  of  the 
decedent’s  death  but  with  the  adjust¬ 
ment  described  in  paragraph  (a)  (3)  of 
§  20.2032-1.  The  marital  deduction  may 


be  taken  only  with  respect  to  the  n* 
value  of  any  deductible  intereet  wh!J 
passed  from  the  decedent  to  hia  su^ 
ing  spouse,  the  same  principle* 
applicable  as  if  the  amount  of  * 
the  spouse  were  being  determined. 
determining  the  value  of  the  iuteiegt t 
property  passing  to  the  spouse  accom 
must  be  taken  of  the  effect  of  any  nuS 
rial  limitations  upon  her  right  to 
from  the  property.  An  example^ 
case  in  which'  this  rule  may  be  applied  k 
a  bequest  of  property  in  trust  for  tb 
benefit  of  the  decedent’s  spouse  but  S 
income  from  the  property  from  the  ■ 
of  the  decedent’s  death  until  distiSa! 
tion  of  the  property  to  the  tnistee  it  to 
be  used  to  pay  expenses  incurred  in  the 
administration  of  the  estate. 

(b)  Property  interest  subject  to  m 
encumbrance  or  obligation.  If  *  jffoB. 
erty  interest  passed  from  the  decedmtto 
his  surviving  spouse  subject  to  a  mad- 
gage  or  other  encumbrance,  or  if  an  gb. 
ligation  is  imposed  upon  the  surrhioi 
spouse  by  the  decedent  in  conneettoa 
with  the  passing  of  a  property  tatwei 
the  value  of  the  property  interest  k  to 
be  reduced  by  the  amount  of  the  mort- 
gage,  other  encumbrance,  or  obligatton. 
However,  if  under  the  terms  of  the  deee< 
dent’s  will  or  under  local  law  the  pvficB- 
tor  is  required  to  discharge,  out  bt  other 
assets  of  the  decedent’s  estate,  a  moru 
gage  or  other  encumbrance  on  propeitr 
passing  from  the  decedent  to  his  survh* 
ing  spouse,  or  is  required  to  reimb^ 
the  surviving  spouse  for  the  amount  d 
the  mortgage  or  other  encumbrance,  the 
payment  or  reimbursement  constitotei 
an  additional  interest  passing  to  the  sur¬ 
viving  spouse.  The  passing  of  a  propety 
interest  subject  to  the  imposition  of  an 
obligation  by  the  decedent  does  not  in¬ 
clude  a  bequest,  devise,  or  transfer  in  lieu 
of  dower,  curtesy,  or  of  a  statutory  estate 
created  in  lieu  of  dower  or  curtesy,  ot  d 
other  marital  rights  in  the  deced^l 
property  or  estate.  The  passing  of  a 
property  interest  subject  to  the  impod 
tion  of  an  obligation  by  the  decedent 
does,  however,  include  a  bequest,  etc.,  in 
lieu  of  the  interest  of  his  survi^ 
spouse  under  community  property  lavi 
unless  such  interest  was,  immediately 
prior  to  the  decedent’s  death,  a  mere  ex¬ 
pectancy.  (As  to  the  circumstances  un¬ 
der  which  the  interest  of  the  surrivinf 
spouse  is  regarded  as  a  mere  expectancy, 
see  §  20.2056  (c)-2.)  The  followim 
examples  are  illustrative  of  property  in¬ 
terests  which  passed  from  the  decedent 
to  his  surviving  spouse  subject  to  the  im¬ 
position  of  an  obligation  by  the  decedent: 

Example  (1).  A  decedent  devised  a  red- 
dence  valued  at  (25,000  to  bis  wife,  wltli  a 
direction  that  she  pay  (5,000  to  his  sisUr. 
For  the  purpose  of  the  marital  deduction,  tlw 
value  of  the  property  interest  passing  to  tin 
wife  is  only  (20,0C0. 

Example  (2).  A  decedent  devised  real 
property  to  his  wife  in  satisfaction  of  s  debt 
owing  to  her.  The  debt  is  a  deductible  dsln 
under  section  2053.  Since  the  wife  is  ob¬ 
ligated  to  relinquish  the  claim  as  a  condi¬ 
tion  to  acceptance  of  the  devise,  the  valne 
of  the  devise  is,  for  the  pxirpose  of  tb* 
marital  deduction,  to  be  reduced  by  tba 
amount  of  the  claim. 

Example  {3).  A  decedent  bequeathed  .ob¬ 
tain  securities  to  his  wife  in  lieu  of 
interest  in  property  held  by  them  as  coo»- 
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unity  property  under  the  law  of  the  State  tlon  (see  paragraph  (e)  oM-20.2031-7) ,  tlon  are  satisfied,  the  deduetlble  interest 
S  t&eir  residence.  The  wife  elected  to  r^  a  request  for  a  specific  factor  may  be  sub-  is  limited  to  the  smaller  share.  Corre- 
her  con^unity  property  mt^rt  mitted  to  the  Commissioner.  The  request  spondingly,  if  a  power  of  appointment 
eod  to  taiw  toe  bluest.  J  or  t  e  p^p^e  gj^Quldhe  accompanied  by  a  statement  of  meeting  all  the  requirements  extends  to 
tbe  reduced  by  the  value  of  the  birth  of  each  person,  the  a  smaller  portion  of  the  property  inter- 

**^“***t^vproperty  Interest  relinqvUshed  by  duration  of  whose  life  may  affect  the  est  than  the  portion  over  which  the  in- 

value  of  the  remainder,  and  copies  of  the  come  rights  pertain,  the  deductible 
■  .  4  ^  Trk  relevant  instruments.  The  Commis-  interest  cannot  exceed  the  value  of  the 

(c)  Effect  of  ae^n  z^es.  ii;  in  sioner  may,  if  conditions  permit,  supply  portion  to  which  such  power  of  appoint- 
determination  ine  value  oi  ai^pro^  factor  requested.  If  the  Commis-  ment  applies.  Thus,  if  the  decedent 
erty  sioner  does  not  furnish  the  factor,  the  leaves  to  his  surviving  spouse  the  right 

decedent  to  his  surviv^  s^use,  inwe  deduction  must  be  supported  to  receive  annually  all  of  the  income 

oust  be  te^n  into  accost  tne  en^t  ^  statement  of  the  computation  from  a  particular  property  interest  and 
which-the  Feaerai  esmte  lax,  or  a  y  present  value  made  in  accordance  a  power  of  appointment  meeting  the' 

estate,  succession,  legacy,  or  Me  ta  ce  principles  set  forth  in  the  appli-  specifications  prescribed  in  paragraph 

tax,  has  upon  the  net  vame  to  tM  s^-  ^^ble  paragraphs  of  §  20.2031-7.  '  (a)  (3)  through  (5)  of  this  section  as 

living  spouse  of  the  property  invest.  .___  .  toonlyone-halfoftheprppertyinter- 

(21  For  example,  assume  that  the  only  §  20.2056  (b)-5  Marital  deduction:  ^  then  onlv  one-half  of  the  nronertv 

l)equest  to  the  surviving  spo^e  is  $10M00  life  estate  with  power  of  appointment  in  t^tirest  is  treated  as  a  deductible  in- 
ftud  the  spouse  is  required  to  pay  a  State  surviving  spouse— (.a.)  In  general.  iSec-  terest  Corresnondinelv  If  the  income 
tax  to  the  amount  of  *1.600  tto^056  (b)  <5)  toe 

If  no  Other  death  taxes  affect  the  net  terest  in.  property  passes  from,  the  quirementa  extends  to  only  one-fourth 
^ue  of  the  bequest,  the  value,  for  the  decedent  to  his  surviving  spouse  nronertv  interest  and  a  testa- 

jjpose  of  the  marital  deduction,  is  mentery  poweJ  of  appohitment  sa^fy- 

$W,500.  XT.  1.  4.*,^  t  tied  for  life  to  all  the  income  from  ing  the  requirements  extends  to  all  of  the 

(3)  AS  anotoer  example,  assume  that  a  the  entue  interest  or  ^  toe  Income  from  property  Interest,  then  only  one-fourth 
teedent  dev^  real  property  to  his  wife  a  specie  portion  of  toe  entire  p,  ^  ^  ^  qualifies  as 

having  a  value  for  Federal  estate  tax  with  a  power  in  her  to  appoint  the  entire  _  dp^airtihiP  int.prp«!t  Further  if  the 

pTOOses  of  *100,000  Md  also  bequeathed  su^i^  spoiS  has  no  rtfht  to'  Income 

to  her  a  nondeductible  interest  for  life  est  which  passes  to  her  is  a  deductible  ^  Rnerlflc  nortlon  of  a  nronertv 

under  a  trust.  The  State  of  residence  interest,  to  the  extent  that  it  satisfies  ^tSes^  bnt  a  tes^entary^power  of^p- 
valued  the  real  property  at  $90,000  and  all  five  of  the  conditions  set  forth  below  pointment  which  meets  the  necessary 
the  life  interest  at  *30.000,  and  ttaposed  (see  paragraph  <W  of  tWs  secuon  if  one  JoSdtions  ov“  toe  entoe  toterest,  toS 
&n  inheritance  tax  (at  graduated  rates)  or  more  of  the  conditions  is  satisfied  as  xa,,. 


an  inheritance  tax  (at  graduated  rates)  or  more  of  the  conditions  is  satisfied  as 
of  $4,800  with  respect  to  the  two  interests,  to  only  a  portion  of  the  interest) : 

If  it  is  assumed  that  the  inheritance  tax  (D  The  surviving  spouse  must  be  en- 
onthe  devise  is  required  to  be  paid  by  the  titled  for  life  to  all  of  the  income  from 


^1^  o  r,nrHnrnf  <^^®  ^terest  qualifies  for  the 

portion  of  the  interest) .  deduction.  In  adefition,  if,  from  the  time 

lii  of  the  decedent’s  death,  the  surviving 


on  me  aevise  is  requireu  tu  oe  paiu  oy  tne  x«x  xxx^j^  «x  xx«.^  xx  ^  appointment  meet- 

wife,  the  amount  of  tax  to  be  ascribed  the  entire  intpest  or  a  specific  portion  of  required  conditions  over 

to  the  devise  is  the  entire  interest  ot  to  a  sp^mc^  three-fourths  of  the  entire  property  in- 

90.000  o«A_xo  -on  Wo  income  from  the  entire  Merest  and  the  prescribed  income  rights 

^^3^xe4.800=$3.600.  fbp  Rn*.  o^er  tjhe  entire  interest,  but  with  a 

^2)  X Xl0  Income  vO  1)110  suit*  wnawtav*  v\A««riAW«  4-a  /wia' 

Accordingly,  if  no  other  death  taxes  af-  viving  spouse  must  be  payable  annually  ^  jj  j  ^  entire^interest  the  value  of 

feet  the  net  value  of  the  bequest  the  or  at  we  frequent  intervals.  fhe  teterSt  S 

value,  for  the  purpose  of  the  marital  de-  (3)  The  surviving  spouse  must  have  r.*  tHo 


value,  for  the  purpose  of  the  marital  de- 


the  interest  in  the  surviving  spouse  over 
only  one-half  of  the  property  interest 


duction,  is  $100,000  less  $3,600,  or  $96,400.  the  power  to  appoint  the  entire  interest  mmlifv  ns  a  deductible  Interest 
(4)  If  the  decedent  bequeaths  his  res-  or  the  specific  portion  to  either  herself  iJeffnition  of  “specific  portion'*^ 

iduary  estate,  or  a  portion  of  it,  to  his  or  her  estate.  .  nartlal  interest  in  nronertv  is  not 

surviving  spouse,  and  his  will  contains  a  (4)  The  power  in  the  surviving  spouse  ^-ated  as  a  suecific  nortion  of  the  entire 
direction  that  all  death  taxes  shall  be  mu$t  be  exercisable  by  her  alone  and  int-rest  unle^  the  rights  of  the  surviving 
papble  out  of  toe  residua^  estate,  toe  (whether  exercisable  by  will  or  during  ^l^m®  ^51.?  to  to^Sfe? 

«lue  of  toe  bequest,  for  the  purpose  of  We)  mmt  exerc^able  to  ^  ey^  constitute  a  fractional  or  percentile  share 
tbe  marital  deduction,  is  based  ui»n  the  (5)  The  entire  interrat  or  the  specific  ,  property  interest  so  toat  such  inter- 
amount  Of  the  residue  as  reduced  pur-  portion  must  not  be  subject  to  a  power  in  p,.*  nr  sharp  in  th«»  surviving  snousp  rc-  ’ 
want  to  such  direction,  if  the  residuary  raiy  other  person  to  appoint  any  part  to  ^  ^  nronortionate  share  of  the  in- 
«tote.ra  a  portion  Of  it,  is  bequeath^  to  Person  other,  than  the  surviving  ““^ent  TdratoTta  th^whSfe  Sf  Se 

^  spouse,  and  by  the  local  eP®^-  rf.AWfM.  property  interest  to  which  the  income 

tow  tee  Peder^  estate  tax  is  payable  „JWSpeo/ic  port  ion;  ^  j 

omwnf.  If  either  the  right  to  Income  the  right  of  the  s^use  to  income  and  the 
the  bequest,  for  the  purpose  of  the  or  toe  power  of  appointment  passing  to  •  “  *  .  . 

msTital  deduction,  may  not  exceed  its  the  surviving  spouse  pertains  only  to  a  ^  nronertv  or th^Muiv- 

wUue  as  reduced  by  the  Federal  estate  specific  portion  of  a  property  interest  ^J“™g'oI  toeproperty^r  tneeqm^^ 

ta.  Methods  of  computing  the  deduc-  Pa^W?  from  the  decedent  toe  marital  on  the  other  Imnd,  if 

to  under  such  circumstantes,  are  rat  feduebon  is  allowed  only  to  the  extent  ^  ^  ^  ^  , 

‘ted  to  a  specific  sum,  or  fit  she  has  a 

^vftL0  v&X  FCtUfll*  m00t)  ftill  Ol  t)lX0  I1V0  C01lQlt)10nS  Q0SCriO0{l  w^rkVTTAw*  n  uiiruT. 

(d)  Remainder  interests.  If  the  in-  in  paragraph  (a)  of  this  section.  While  l^ger^fMd  the  in^est"£^ot  a 

come  from  property  is  made  payable  to  the  rights  over  the  income  and  the  power  deductible  interest.  Even  toough  the 
another  mdividual  for  life,  or  for  a  term  must  coexist  as  to  the  same  interest  in  rights  in  the  surviving  spouse  may  not 
of  years,  with  remainder  absolutely  to  property,  it  is  not  necessary  that  thfe  he  expressed  in  terms  of  ai  definite  frac- 
tne  ^rviving  spouse  or  to  her  estate,  the  rights  over  the  income  or  the  power  as  tion  or  percentage,  a  deduction  may  be 
marital  deduction  is  based  upon  the  pres-  to  such  interest  be  in  the  same  propqr-  allowable  if  it  is  shown  that  the  effect 

♦XI,"®  reniainder.  "^e  pres-  tlon.  However,  if  the  rights  over  income  of  local  law  is  to  give  the  spouse  rights 

meeting  the  required  conditions  set  forth  which  are  identical  to  those  she  would 
SamS^tf  In  paragraph  (a)  (1)  and  (2)  of  tola  have  acquired  If  toe  size  of  toe  share  had 

Viving  spouse  is  to  receive  $50  000  upon  extend  over  a  smaller  share  of  been  expressed  in  terms  of  a  definite 

the  death  of  a  person  aged  31  years,  the  *^®  ProP®rty  interest  than  the  share  with  fraction  or  percentage.  The  following 
present  value  orthe  remainder  is  $14,466.  respect  to  which  the  power  of  appoint-  examples  illustrate  the  application  of 
K  the  remainder  is  such  that  its  value  ment  requirements  set  forth  in  para-  this  and  the  preceding  paragraphs  of 

is  to  be  determined  by  a  special  computa-  graph  (a)  (3)  through  (5)  of  this  sec-  this  section: 
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Example  (i).  Tl\e  decedent  transferred  to 
a  tnistee  500  identical  shares  of  X  Company 
stock.  He  provided  that  during  the  lifetime 
of  the  surviving  spouse  the  trustee  should 
pay  her  annually  one-half  of  the  trust  in¬ 
come  or  $6,000,  whichever  is  the  Itirger.  The 
spouse  was  also  given  a  general  power  of 
appointment,  exercisable  by  her  last  will  over 
the  sum  of  $160,000  or  over  three-fourths  of 
the  trust  corpus,  whichever  should  be  of 
larger  value.  Since  there  is  no  certainty  that 
the  tr\ist  income  will  not  vary  from  year  to 
year,  for  purposes  of  paragraphs  (a)  and  (b) 
of  this  section,  an  annual  payment  of  a  speci¬ 
fied  sum,  such  as  the  $6,000  provided  for  in 
this  case,  is  not  considered  as  representing 
the  income  from  a  definite  fraction  or  a  spe¬ 
cific  pxjrtion  of  the  entire  interest  if  that 
were  the  extent  of  the  speuse’s  interest. 
However,  since  the  spxjuse  is  to  receive  an¬ 
nually  at  least  one-half  of  the  trust  income, 
she  will,  for  purposes  of  paragraphs  (a)  and 
(b)  of  this  section,  be  considered  as  receiving 
all  of  the  Income  from  one-half  of  the  entire 
interest  in  the  stock.  Inasmuch  as  there  is 
no  certainty  that  the  value  of  the  stock  will 
be  the  same  on  the  date  of  the  surviving 
spxDUse’s  death  as  it  was  on  the  date  of  the 
decedent’s  death,  for  purposes  of  paragraphs 
(a)  and  (b)  of  this  section,  a  specified  sum, 
such  as  the  $160,000  provided  for  in  this  case, 
is  not  considered  to  be  a  definite  fraction  of 
the  entire  Interest.  However,  since  the  sur¬ 
viving  spKtuse  has  a  general  p>ower  of  ap- 
]X)intment  over  at  least  three-fourths  of  the 
trust  corpus,  she  is  considered  as  having  a 
general  p)ower  of  appointment  over  three - 
fourths  of  the  entire  interest  in  the  stock. 

Example  (2).  The  decedent  bequeathed 
to  a  tnistee  an  office  building  and  250  iden¬ 
tical  shares  of  Y  Company  stock.  He  pro¬ 
vided  that  during  the  lifetime  of  the  sur- 
■  viving  spouse  the  trustee  should  pay  her 
annually  three-fourths  of  the  trust  income. 
The  spouse  was  given  a  general  power  of 
appointment,  exercisable  by  will,  over  the 
office  building  and  100  shares  of  the  stock. 
By  the  terms  of  the  decedent’s  will  the 
spouse  is  given  all  the  Income  from  a 
definite  fraction  of  the  entire  interest  in  the 
office  building  and  in  the  stock.  She  also 
has  a  general  power  of  appointment  over 
the  entire  interest  in  the  office  building. 
However,  since  the  amount  of  proporty  rep¬ 
resented  by  a  single  share  of  stock  would  be 
altered  if  the  corporation  split  its  stock, 
issued  stock  dividends,  made  a  distribution 
of  capital,  etc.,  a  power  to  appoint  100 
shares  at  the  time  of  the  surviving  spouse’s 
death  is  not  the  same  necessarily  as  a  power 
to  ap>point  io%5o  of  the  entire  interest 
which  the  250  shares  repre'sented  on  the 
date  of  the  decedent’s  death.  If  it  is  shown 
In  this  case  that  the  effect  of  local  law  is  to 
give  the  spouse  a  general  power  to  appoint  not 
only  the  100  shares  designated  by  the  de¬ 
cedent  but  also  of  any  shares  or 

amoimts  which  are  distributed  by  the  cor¬ 
poration  and  included  in  the  corpus,  the 
_  requirements  of  this  paragraph  will  be  satis¬ 
fied  and  the  surviving  spouse  Will  be  con¬ 
sidered  as  having  a  general  power  to  ap¬ 
point  io%50  of  the  entire  interest  in  the 
250  shares. 

(d)  Definition  of  “entire  interest". 
Since  a  marital  deduction  is  allowed  for 
each  qualifying  separate  interest  in  prop¬ 
erty  passing  from  the  decedent  to  his 
surviving  spouse  (subject  to  the  piercent- 
age  limitation  contained  in  §§  20.2056 
(c)-l  and  20.2056  (c)-2  concerning  the 
aggregate  amount  of  the  deductions) ,  for 
purposes  of  paragraphs  (a)  and  (b)  of 
this  section,  each  property  interest  with 
respiect  to  which  the  surviving  spiouse  re¬ 
ceived  some  rights  is  considered  sepa¬ 
rately  in  determining  whether  her  rights 
extend  to  the  entire  interest  or  to  a  spe¬ 


cific  portion  of  the  entire  interest.  A 
property  interest  which  consists  of  sev¬ 
eral  identical  units  of  propierty  (such  as 
a  block  of  250  shares  of  stock,  whether 
the  ownership  is  evidenced  by  one  or  sev¬ 
eral  certificates)  is  considered  one  prop¬ 
erty  interest,  unless  certain  of  the  units 
are  to  be  segregated  and  accorded  dif¬ 
ferent  treatment,  in  which  case  each 
segregated  group  of  items  is  considered 
a  separate  property  interest.  The  be¬ 
quest  of  a  specified  sum  of  money  consti¬ 
tutes  the  bequest  of  a  separate  propjerty 
interest  if  immediately  following  distri¬ 
bution  by  the  executor  and  thenceforth 
it,  and  the  investments  made  with  it, 
must  be  so  segregated  or  accounted  for 
as  to  permit  its  identification  as  a  sepa¬ 
rate  item  of  property.  The  application 
of  tljis  paragraph  may  be  illustrated  by 
the  following  examples: 

Example  (1) .  The  decedent  transferred  to 
a  trustee  three  adjoining  farms,  Blackacre, 
Whiteacre,  and  Greenacre.  His  will  provided 
that  during  the  lifetime  of  the  surviving 
spouse  the  trustee  should  pay  her  all  of  the 
income  from  the  trust.  Upon  her  death,  all 
of  Blackacre,  a  one-half  interest  in  White- 
acre,  and  a  one-third  Interest  in  Greenacre 
were  to  be  distributed  to  the  p>erson  or  pier- 
sons  appointed  by  her  in  her  will.  The  svir- 
viving  spouse  is  considered^  as  being  entitled 
to  all  of  the  income  from  the  entire  interest 
in  Blackacre,  all  of  the  Income  from  the  en¬ 
tire  interest  in  Whiteacre,  and  all  of  the  in¬ 
come  from  the  entire  Interest  in  Greenacre, 
She^also  is  considered  as  having  a  piower  of 
appointment  over  the  entire  interest  in 
Blackacre,  over  one-half  of  the  entire  inter¬ 
est  in  Whiteacre,  and  over  one-third  of  the 
entire  Interest  in  Greenacre. 

Example  (2).  The  decedent  bequeathed 
$250,000  to  C,  as  trustee.  C  is  to  invest  the 
money  and  pay  all  of  the  income  from  the 
investments  to  W,  the  decedent’s  surviving 
spouse,  annually.  W  was  given  a  general 
power,’ exercisaWe  by  will,  to  appoint  one- 
half  of  the  corpus  of  the  trust.  Here,  im¬ 
mediately  following  distribution  by  the  ex¬ 
ecutor,  the  $250,000  will  be  sufficiently 
segregated  to  permit  its  identification  as  a 
separate  item,  and  the  $250,000  will  consti¬ 
tute  an  entire  property  Interest.  Therefore, 
W  has  a  right  to  Income  and  a  power  of  ap>- 
pointment  such  that  one-half  of  the  entire 
interest  is  a  deductible  interest. 

Example  (3).  The  decedent  bequeathed 
100  shares  of  Z  Corporation  stock  to  D,  as 
trustee.  W,  the  decedent’s  surviving  spouse, 
is  to  receive  all  of  the  Income  of  the  trust 
annually  and  is  given  a  general  power,  ex¬ 
ercisable  by  will,  to  appoint  out  of  the  trust 
corpus  the  sum  of  $25,000.  In  this  case  the 
$25,000  is  not,  immediately  following  distri¬ 
bution,  sufficiently  segregated  to  permit  its 
identification  as  a  separate  item  of  property 
in  which  the  surviving  spouse  has  the  entire 
interest.  Therefore,  the  $25,000  does  not 
constitute  the  eptire  interest  in  a  prop)erty 
for  the  purpose  of  paragraphs  (a)  and  (b) 
of  this  section. 

(e)  Application  of  local  law.  In  de¬ 
termining  whether  or  not  the  conditions 
set  forth  in  paragraph  (a)  (1)  through 
(5)  of.  this  section  are  satisfied  by  the 
instrument  of  transfer,  regard  is  to  be 
had  to  the  applicable  provisions  of  the 
law  of  the  jurisdiction  under  which  the 
interest  passes  and,  if  the  transfer  is  in 
trust,  the  applicable  provisions  of  the 
law  governing  the  administration  of  the 
trust.  For  example,  silence  of  a  trust 
instrument  as  to  the  frequency  of  pay¬ 
ment  will  not  be  regarded  as  a  failure 
to  satisfy  the  condition  set  forth  in  para¬ 


graph  (a)  (2)  of  this  section  _ 
must  be  payable  to  the  surviving 
annually  or  more  frequently  unleai  S 
applicable  law  permits  payment  to 
made  less  frequently  than  annuaUy. 
principles  outlined  in  this  paragraph 
paragraphs  (f)  and  (g)  of  this  sectiS 
which  are  applied  in  determlnli^ 
whether  transfers  in  trust  meet  such 
conditions  are  equally  applicable  inS 
certaining  whether,  in  the  case  of  int^ 
ests  not  in  trust,  the  surviving  spouse  has 
the  equivalent  in  rights  over  income  ^ 
over  the  property.  ^ 

(f)  Right  to  income.  (1)  If  an  inter- 
est  is  transferred  in  trust,  the  surylvtos 
spouse  is  “entitled  for  life  to  all  of  the 
income  from  the  entire  interest  or  a 
specific  portion  of  the  entire  interetf' 
for  the  purpose  of  the  condition  set  forth 
in  paragraph  (a)  (1)  of  this  sectioh,ii 
the  effect  of  the  trust  is  to  give  her  sub¬ 
stantially  that  degree  of  beneficial  a. 
joyment  of  the  trust  property  during  her 
life  which  the  principles  of  the  law  d 
trusts  accord  to  a  person  who  is  unquali¬ 
fiedly  designated  as  the  life  beneflciaii. 
of  a  trust.  Such  degree  of  enjoyment  is 
given  only  if  it  was  the  decedent's  in¬ 
tention,  as  manifested  by  the  terms 
the  trust  instrument  and  the  surround- 
ing  circumstances,  that  the  trust  shouM 
produce  for  the  surviving  spouse  during 
her  life  such  an  income,  or  that  the 
spouse  should  have  such  use  of  the  trust 
property  as  is  consistent  with  the  value 
of  the  trust  corpus  and  with  its  preser¬ 
vation.  The  designation  of  the  spouse 
as  sole  income  beneficiary  for  life  of  the 
entire  interest  or  a  specific  portion  of 
the  entire  interest  will  be  sufficient  to 
qualify  the  trust  unless  the  terms  of  t^ 
trust  and  the  surrounding  circumstanoei 
considered  as  a  whole  evidence  an  in¬ 
tention  to  deprive  the  spouse  of  the  req¬ 
uisite  degree  of  enjosment.  In  deter¬ 
mining  whether  a  trust  evidences  that 
intention,  the  treatment  required  or  per¬ 
mitted  with  respect  to  individual  items 
must  be  considered  in  relation  to  the  en¬ 
tire  system  provided  for  the  administra¬ 
tion  of  the  trust. 

(2)  If  the  over-all  effect  of  a  trust  is 
to  give  to  the  surviving  spouse  such  en¬ 
forceable  rights  as  will  preserve  to  ha 
the  requisite  degree  of  enjoyment,  it  is 
immaterial  whether  that  result  is 
effected  by  rules  specifically  stated  in 
the  trust  instrument,  or,  in  their  absence, 
by  the  rules  for  the  management  of  the 
trust  property  and  the  allocation  of  re¬ 
ceipts  and  expenditures  supplied  by  the 
State  law.  For  example,  a  provisi<m  in 
the  trust  instrument  for  amortization 
of  bond  premium  by  appropriate  periodk 
charges  to  interest  will  not  disqualifr 
the  interest  passing  in  trust  even  though 
there  is  no  State  law  specifically  author¬ 
izing  amortization,  or  there  is  a  State 
law  denying  amortization  which  is  ap¬ 
plicable  only  in  the  absence  of  such  a 
provision  in  the  trust  instrument. 

(3)  In  the  case  of  a  trust,  the  rules  to 
be  applied  by  the  trustee  in  allocation  of 
receipts  and  expenses  between  incoins 
and  corpus  must  be  considered  in  rela¬ 
tion  to  the  nature  and  expected  produc¬ 
tivity  of  the  assets  passing  in  trust,  ^ 
nature  and  frequency  of  occurrence  of 
the  expected  receipts,  and  any  provi¬ 
sions  as  to  change  in  the  form  of  invest- 
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nis  If  it  Is  evident  from  the  nature 
trust  assets  and  the  rules  provided 
?r  management  of  the  trust  that  the 
to  income  of  such  receipts  as 
ifrtte  ordinary  cash  dividends,  and  in- 
SnS  will  give  to  the  spouse  the  sub- 
tiSlal  enjoyment  during  life  required 
h^e  statute,  provisions  that  such  re- 
Snts  as  stock  dividends  and  proceeds 
the  conversion  of  trust  assets  shall 

treated  hs  corpus  will  not  disqualify 
She  interest  passing  in  trust.  Similarly, 
revision  for  a  depletion  charge  against 
Scome  in  the  case  of  trust  assets  which 
Me  subject  to  depletion  will  not  dis- 
the  interest  passing  in  trust,  un¬ 
less  the  effect  is  to  deprive  the  spouse 
of  the  requisite  benehcial  enjoyment. 
The  same  principle  is  applicable  in  the 
oast  of  depreciation,  trustees’  commis¬ 
sions,  and  other  charges. 

(4)  provisions  granting  administra¬ 
tive  powers  to  the  trustee  will  not  have 
the  effect  of  disqualifying  an  interest 
psyging  in  trust  unless  the  grant  of  . 
pow^evidences  the  intention  to  deprive 
the  surviving  spouse  of  the  beneficial  en¬ 
joyment  required  by  the  statute.  Such 

'  an  intention*  will  not  be  considered  to 
exist  if  the  entire  terms  of  the  instru¬ 
ment  are  such  that  the  local  courts  will 
Impose  reasonable  limitations  upon  the 
exercise  of  the  powers.  Among  the 
powers  which  if  subject  to  reasonable 
limitations  will  not  disqualify  the  in¬ 
terest  passing  in  trust  are  the  power  to 
determine  the  allocation  or  apportion¬ 
ment  of  receipts  and  disbursements  be¬ 
tween  income  and  corpus,  the  power  to 
apply  the  income  or  corpus  for  the  bene¬ 
fit  of  the  spouse,  and  the  power  to  retain 
the  assets  passing  to  the  trust.  For  ex¬ 
ample,  a  power  to  retain  trust  assets 
which  constet  substantially  of  unproduc¬ 
tive  property  will  not  disqualify  the  in¬ 
terest  if  the  applicable  rules  for  the 
administration  of  the  trust  require,  or 
permit  tho  spouse  to  require,  that  the 
trustee  either  make  the  property  pro¬ 
ductive  or  convert  it  within  a  reasonable 
time.  Nor  will  such  a  power  disqualify 
the  interest  if  the  applicable  rules  for 
administration  of  the  trust  require  the 
trustee  to  use  the  degree  of  judgment- 
and  care  in  the  exercise  of  the  power 
i^rhich  a  prudent  man  would  use  if  he 
were  owner  of  the  trust  assets.  Further, 
a  power  to  retain  a  residence  or  other 
property  for  the  personal  use  of  the 
spouse  will  not  disqualify  the  interest 
passing  in  trust. 

(5)  An  interest  passing  in  trust  will 
not  satisfy  the  condition  set  forth  in 
paragraph  (a)  (1)  of  this  section  that 
the  surviving  spouse  be  entitled  to  all 
the  income  if  the  primary  purpose  of  the 
trust  is  to  safeguard  property  without 
providing  the  spouse  with  the  required 
beneficial  enjoyment.  Such  trusts  in¬ 
clude  not  only  trusts  which  expressly 
provide  for  the  accumulation  of  the 
Income  but  also  trusts  which  indirectly 
accomplish  a  similar  purpose.  For  ex¬ 
ample,  assume  that  the  corpus  of  a  trust 
consists  substantially  of  property  which 
is  not  likely  to  be  income  producing  dur¬ 
ing  the  life  of  the  surviving  spouse  and 
that  the  spouse  cannot  compel  the 
trustee  to  convert  or  otherwise  deal  with 
the  property  as  described  in  subpara¬ 


graph  (4)  of  this  paragraph.  An  filter- 
est  passing  to  such  a  trust  will  not  qualify 
unless  the  applicable  rules  for  the  ad¬ 
ministration  require,  or  permit  the 
spouse  to  require,  that  the  trustee  pro- 
>dde  the  required  beneficial  enjoyrment, 
such  as  by  payments  to  the  spouse  out  of 
other  assets  of  the  tnist. 

(6)  If  a  trust  is  created  during  the 
decedent’s  life,  it  is  immaterial  whether 
or  not  the  Interest  passing  in  trust 
satisfied  the  conditions  set  forth  in  para¬ 
graph  (a)  (1)  through  (5)  of  this  sec¬ 
tion  prior  to  the  decedent’s  death.  If 
a  trust  may  be  terminated  during  the  life 
of  the  surviving  spouse,  under  her  exer¬ 
cise  of  a  power  of  appointment  or  by 
distribution  of  the  corpus  to  her,  the 
interest  passing  in  trust  satisfies  the 
condition  set  forth  in  paragraph  (a)  (1) 
of  this  section  (that  the  spouse  be  en¬ 
titled  to  all  the  income)  if  she  4i)  is  en¬ 
titled  to  the  income  until  the  trust 
terminates,  or  (ii)  has  the  right,  exer¬ 
cisable  in  all  events,  to  have  the  corpus 
distributed  to  her  at  any  time  during 
her  life. 

(7)  An  interest  passing  in  trust  fails 
to  satisfy  the  condition  set  forth  in  para¬ 
graph  (a)  (1)  of  this  section,  that  the 
spouse  be  entitled  to  all  the  income,  to 
the  extent  that  the  income  is  required 
tp  be  accumulated  in  whole  or  in  part 
or  may  be  acciunulated  in  the  discretion 
of  any  person  other  than  the  surviving 
spouse;  to  the  extent  that  the  consent 
of  any  person  other  than  the  surviving 
spouse  is  required  as  a  condition  prece¬ 
dent  to  distribution  of  the  income ;  or  to 
the  extent  that  any  person  other  than 
the  surviving  spouse  has  the  power  to 
alter  the  terms  of  the  trust  so  as  to  de¬ 
prive  her  of  her  right  to  the  income.  An 
interest  passing  in  trust  will  not  fail  to 
satisfy  the  condition  that  the  spouse  be 
entitled  to  all  the  income  merely  because 
its  terms  provide  that  the  right  of  the 
surviving  spouse  to  the  income  shall  not 
be  subject  to  assignment,  alienation, 
pledge,  attachment  or  claims  of  creditors. 

(8)  In  the  case  of  an  interest  passing 
in  trust,  the  terms  “entitled  for  life”  and 
“payable  annually  or  at  more  frequent 
intervals,”  as  used  in  the  conditions  set 
forth  in  paragraph  (a)  (1)  and  (2)  of 
this  section,  require  that  under  the  terms 
of  the  trust  the  income  referred  to  must 
be  currently  (at  least  annually;  see  para¬ 
graph  (e)  of  this  section)  distributable 
to  the  spouse  or  that  she  must  have  such 
command  over  the  income  that  it  is 
virtually  hers.  Thu^  the  conditions  in 
paragraph  (a)  (1)  and  (2)  of  this  sec¬ 
tion  are  satisfied  in  this  respect  if,  under 
the,  terms  of  the-  tnist  instrument,  the 
spouse  has  the  right  exercisable  annually 
(or  more  frequently)  to  require  distribu¬ 
tion  to  herself  of  the  trust  income,  and 
otherwise  the  trust  income  is  to  be 
accumulated  and  added  to  corpus. 
Similarly,  as  respects  the  income  for  the 
period  between  the  last  distribution  date 
and  the  date  of  the  spouse’s  death,  it  is 
sufficient  if  that  income  is  subject  to  the 
spouse’s  power  to  appoint.  Thus,  if  the 
trust  instrument  provides  that  income 
accrued  or  undistributed  on  the  date  of 
the  spouse’s  death  is  to  be  disposed  of  as 

'  if  it  had  been  received  after  her  death, 
and  if  the  spouse  has  a  power  of  appoint¬ 


ment  ov^r  the  trust  corpus,  the  power 
necessarily  extends  to  the  undistributed 
income. 

(9)  An  Interest  Is  not  to  be  regarded 
as  failing  to  satisfy  the  conditions  set 
forth  in  paragraph  (a)  (1)  and  (2)  of 
this  section  (that  the  spouse  be  entitled 
to  all  the  income  and  that  it  be  payable 
annually  or  more  frequently)  merely  be-  ^ 
cause  the  spouse  is  not  entitled  to  the 
income  from  estate  assets  for  thevperiod 
before  distribution  of  those  assets  by  the 
executor,  unless  the  executor  is,  by  the  - 
decedent’s  will,  authorized  or  directed  to 
delay  distribution  beyond  the  period 
reasonably  required  for  administration 
of  the  decedent’s  estate.  As  to  the  valua¬ 
tion  of  the  property  interest  passing  to 
the  spouse  in  trust  where  the  right  to 
income  is  expressly  postponed,  see 
S  20.2056  (b)-4. 

(g)  Power  of  appointment  in  surviving 
spouse.  (1)  The  conditions  set  forth  in 
paragraph  (a)  (3)  and  (4)  of  this  sec¬ 
tion,  that  is,  that  the  surviving  spouse 
must  have  a  power  of  appointment  exer¬ 
cisable  in  favor  ofv  herself  or  her  estate 
and  exercisable  alone  and  in  all  events, 
are  not  met  unless  the  power  of  the  sur¬ 
viving  spouse  to  appoint  the  entire  in¬ 
terest  or  a  specific  portion  of  it  falls 
within  one.  of  the  following  categories: 

(i)  A  power  so  to  appoint  fully  exer¬ 
cisable  in  her  own  favor  at  any  time 
following  the  decedent’s  death  (as,  for 
'example,  an  unlimited  power  to  invade) ; 
or 

(ii)  A  power  so  to  appoint  exercisable 
in  favor  of  her  estate.  Such  a  power,  if 
exercisable  during  life,  must  be  fully 
exercisable  at  any  time  during  life,  or,  if 
exercisable  by  will,  must  be  fully  exer¬ 
cisable  irrespective  of  the  time  of  her 
death  (subject  in  either  case  to  the  pro¬ 
visions  of  S  20.2053  (b)-3,  relating  to  in¬ 
terests  conditioned  on  survival  for  a 
limited  period) ;  or 

(ili)  A  combination  of  the  powers  de¬ 
scribed  under  subparagraphs  (i)  and  (ii) 
of  this  subparagraph.  For  example,  the 
surviving  spouse  may,  until  she  attains 
the  age  of  50  years,  have  a  power  to 
appoint  to  herself  and  thereafter  have  a 
power  to  appoint  to  her  estate.  How¬ 
ever,  the  condition  that  the  spouse’s 
power  must  be  exercisable  in  all  events 
is  not  satisfied-^  unless  irrespective  of 
when  the  surviving  spouse  may  die  the 
entire  interest  or  a  specific  portion  of  it 
will  at  the  time  of  her  death  be  subject 
to  one  power  or  the  other  (subject  to  the 
exception  in  §  20.2053  (b)-3,  relating  to 
interests  contingent  on  survival  for  a 
limited  period) . 

(2)  'The  power  of  the  surviving  spouse 
must  be  a  power  to  appoint  the  entire 
interest  or  a  specific  portion  of  it  as  un¬ 
qualified  owner  (and  free  of  the  trust  if 
a  trust  is  involved,  or  free  of  the  joint 
tenancy  if  a  joint  tenancy  is  involved)  or 
to  appoint  the  entire  interest  or  a  spe¬ 
cific  portion  of  it  as  a  part  of  her  estate 
.(and  free  of  the  trust  if  a  trust  is  in¬ 
volved)  ,  that  is,  in  effect,  to  dispose  of  it 
to  whomsofever  she  pleases.  ’Thus,  if  the 
decedent  devised  property  to  a  son  and 
the  surviving  spouse  as  joint  tenants 
with  right  of  survivorship  and  under  lo¬ 
cal  law  the  surviving  spouse  has  a  power 
of  severance  exercisable  without  consent 
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of  the  other  joint  tenant,  and  by  exer¬ 
cising  this  power  could  acquire  a  one- 
half  interest  in  the  property  as  a  tenant 
in  common,  her  power  of  severance  will 
satisfy  the  condition  set  forth  in  para¬ 
graph  (a)  (3)  of  this  section  that  she 
have  a  power  of  appointment  in  favor  of 
herself  or  her  estate.  However,  if  the 
surviving  spouse  entered  into  a  binding 
agreement  with  the  decedent  to  exercise 
the  power  only  in  favor  of  their  issue, 
that  condition  is  not  met.  An  interest 
passing  in  trust  will  not  be  regarded  as 
failing  to  satisfy  the  condition  merely 
because  takers  in  default  of  the  sur¬ 
viving  spouse’s  exercise  of  the  power  are 
designated  by  the  decedent.  The  dece¬ 
dent  may  provide  that,  in  default  of 
exercise  of  the  power,  the  trust  shall 
continue  for  an  additional  period. 

(3)  A  power  is  not  considered  to  be  a 
power  exercisable  by  a  surviving  spouse 
alone  and  in  all  events  as  required  by 
paragraph  (£1)  (4)  of  this  section  if  the 
exercise  of  the  power  in  the  surviving 
spouse  to  appoint  the  entire  interest  or 
a  specific  p<H'tion  of  it  to  herself  or  to  her 
estate  requires  the  joinder  or  consent  of 
any  other  person.  The  power  is  not  “ex¬ 
ercisable  in  all  events”,  if  it  can  be  ter¬ 
minated  during  the  life  of  the  surviving 
spouse  by  any  event  other  than  her  com¬ 
plete  exercise  or  release  of  it.  Further, 
a  power  is  not  “exercisable  in  all  events” 
if  it  may  be  exercised  for  a  limited  pur¬ 
pose  only.  For  example,  a  power  which 
is  not  exercisable  in  the  event  of  the 
spouse’s  remarriage  is  not  exercisable 
in  all  events.  Likewise,  if  there  are  any 
restrictions,  either  by  the  terms  of  the 
Instrument  or  imder  applicable  local  law, 
on  the  exercise  of  a  power  to  consume 
property  (whether  or  not  held  in  tnist) 
for  the  benefit  of  the  spouse,  the  power  is 
not  exercisable  in  all  events.  Thus,  if  a 
power  of  invasion  is  exercisable  only  for 
the  spouse’s  support,  or  only  for  her  lim¬ 
ited  use,  the  power  is  not  exercisable  in 
all  events.  In  order  for  a  power  of  in¬ 
vasion  to  be  exercisable  in  all  events,  the 
surviving  spouse  must  have  the  unre¬ 
stricted  power  exercisable  at  any  time' 
during  her  life  to  use  all  or  any  part  of 
the  property  subject  to  the  power,  and 
to  dispose  of  it  in  any  manner,  including 
the  power  todispose  of  it  by  gift  (whether 
or  not  she  has  power  to  dispose  of  it  by 
will). 

(4)  The  power  in  the  surviving  spouse 
is  exercisable  in  all  events  only  if  it 
exists  immediately  following  the  dece¬ 
dent’s  death.  For  example,  if  the  power 
given  to  the  surviving  spouse  is  exer¬ 
cisable  during  life,  but  cannot  be  effec¬ 
tively  exercised  before  distribution  of  the 
assets  by  the  executor,  the  power  is  not 
exercisable  in  all  events.  Similarly,  if 
the  power  is  exercisable  by  will,  but  can¬ 
not  be  effectively  exercised  in  the  event 
the  surviving  spouse  dies  before  distri¬ 
bution  of  the  assets  by  the  executor,  the 
power  is  not  exercisable  in  all  events. 
However,  an  interest  will  not  be  disqual¬ 
ified  by  the  mere  fact  that,  in  the  event 
the  power  is  exercised  during  adminis¬ 
tration  of  the  estate,  distribution  of  the 
property  to  the  appointee  will  be  delayed 
for  the  period  of  administration.  If  the 
power  is  in  existence  at  all  times  follow¬ 
ing  the  decedent’s  death,  limitations  of 


a  formal  nature  will  not  disqualify  an 
interest.  Examples  of  formal  limitations 
on  a  power  exercisable  during  life  are 
requirements  that  an  exercise  must  be 
in  a  particular  form,  that  it  must  be  filed 
with  a  trustee  during  the  spouse’s  life, 
that  reasonable  notice  must  be  given,  or 
that  reasonable  intervals  must  elapse  be¬ 
tween  successive  partial  exercises.  Ex¬ 
amples  of  formal  limitations  on  a  power 
exercisable  by  will  are  that  it  must  be 
exercised  by  a  will  executed  by  the  sur¬ 
viving  spouse  after  the  decedent’s  death 
or  that  exercise  must  be  by  specific  ref¬ 
erence  to  the  power. 

(5)  If  the  surviving  spouse  has  the 
requisite  power  tp  appoint  to  herself  or 
her  estate,  it  is  immaterial  that  she  also 
has  one  or  more  lesser  powers.  Thus,  if 
she  has  a  testamentary  power  to  appoint 
to  her  estate,  she  may  also  have  a  lim¬ 
ited  power  of  withdrawal  or  of  appoint¬ 
ment  during  her  life.  Similarly,  if  she 
has  an  unlimited  power  of  withdrawal, 
she  may  have  a  limited  testamentary 
power." 

(h)  Requirement  of  survival  for  a  lim~. 
ited  period.  A  power  of  appointment  in 
the  surviving  spouse  will  not  be  treated 
as  failing  to  meet  the  requirements  of 
paragraph  (a)  (3)  of  this  section  even 
though  the  power  may  terminate,  if  the 
only  conditions  which  would  .cause  the 
termination  are  those  described  in  para¬ 
graph  (a)  of  §  20.2056  (b)-3,  and  if  those 
conditions  do  not  in  fact  occur.  Thus, 
the  entire  interest  or  a  specific  portion 
of  it  will  not  be  disqualified  by  reason  of 
the  fact  that  the  exercise  of  the  power 
in  the  spouse  is  subject  to  a  condition  of 
survivorship  described  in  §  20.2056  (b)-3 
if  the  terms  of  the  condition,  that  is,  the 
survivorship  of  the  surviving  spouse,  or 
the  failure  to  die  in  a  common  disaster, 
are  fulfilled. 

(j)  Existence  of  a  power  in  another. 
Paragraph  (a)  (5)  of  this  section  pro¬ 
vides  that  a  transfer  described  in  para¬ 
graph  (a)  is  nondeductible  to  the  extent 
that  the  decedent  created  a  power  in  the 
trustee  or  in  any  other  person  to  appoint 
a  part  of  the  interest  to  any  person  other 
than  the  surviving  spouse.  However, 
only  powers  in  other  persons  which  are 
in  opposition  to  that  of  the  surviving 
spouse  will  cause  a  portion  of  the  inter¬ 
est  to  fail  to  satisfy  the  condition  set 
forth  in  paragraph  (a)  (5)  of  this  sec¬ 
tion.  Thus,  a  power  in  a  trustee  to  dis¬ 
tribute  corpus  to  or  for  the  benefit  of  a 
surviving  spouse  will  not  disqualify  the 
trust.  Similarly,  a  power  to  distribute 
corpus  to  the  spouse  for  the  support  of 
minor  children  will  not  disqualify  the 
trust  if  she  is  legally  obligated  to  sup¬ 
port  such  children.  The  application  of 
this  paragraph  may  be  illustrated  by  the 
following  examples: 

Example  (1).  Assume  that  a  decedent 
created  a  trust,  designating  his  surviving 
spouse  as  Income  beneficiary  for  life  with 
an  unrestricted  power  in  the  spouse  to  ap¬ 
point  the  corpus  diuring  her  life.  The  dece¬ 
dent  fiirther  provided  that  in  the  event  the 
siu'viving  spouse  should  die  withcrut  having 
exercised  the  power,  the  trust  should  con¬ 
tinue  for  the  life  of  his  son  with  a  power  in 
the  son  to  app>oint  the  corpus.  Since  the 
power  in  the  son  could  become  exercisable 
only  after  the  death  of  the  surviving  spouse, 
the  interest  is  not  regarded  as  failing  to 


satisfy  the  condition  set  forth  in 

(а)  (5)  of  this  section. 

Example  (2).  Assume  that  the  deoednn 
created  a  trust,  designating  his 
spouse  as  income  beneficiary  for  life 
donee  of  a  power  to  appoint  by  win 
entire  corpus.  The  decedent  furth« 
vided  that  the  trustee  could  distrlbut^ 
percent  of  the  corpus  to  the  decedent’s  in 
when  he  reached  the  age  of  35  yean.  sitS 
the  trustee  has  a  power  to  appoint  30 
of  the  entire  Interest  for  the  benefit^*" 
person  other  than  the  surviving  spouse,  onil 
70  percent  of  the  interest  placed  In  'trM 
satisfied  the  condition  set  |  forth  in  pin. 
graph  (a)  (5)  of  this  section.  If,  in  thk 
case,  the  surviving  spouse  had  a  power,  exer. 
cisable  by  her  will,  to  appoint  only  one-imf 
of  the  corpus  as  it  was  constituted  at  tin 
time  of  her  death,  it  should  be  noted  tint 
only  35  percent  of  the  interest  placed  in  tin 
trust  would  satisfy  the  condition  set  iortk 
In  paragraph  (a)  (3)  of  this  section. 

§  20.2056  (b)-6  Marital  deductini 
life  insurance  or  annuity  payments  tpiii 
power  of  appointment  in  surviotsM 
spouse — (a)  In  general.  Section  2056  (b) 

(б)  provides  that  an  interest  in  properti 
passing  from  a  decedent  to  his  surrh* 
ing  spouse,  which  consists  of  proceeOi 

-held  by  an  insurer  under  the  terms  of  t 
life  insurance,  endowment,  or  annuHi 
contract,  is  a  “deductible  interest”  to  the 
extent  that  it  satisfied  all  five  of  the  fol¬ 
lowing  conditions  (see  paragraph  (b)  of 
this  section  if  one  or  more  of  the  condi. 
tions  is  satisfied  as  to  only  a  portion  of 
the  proceeds) : 

(1)  The  proceeds,  or  a  specific  portion 
of  the  proceeds,  must  be  held  by  tiie 
insurer  subject  to  an  agreement  either 
to  pay  the  entire  proceeds  or  a  spedflc 
portion  thereof  in  installments,  or  to  pa; 
interest  thereon,  and  all  or  a  specific 
portion  of  the  installments  or  interest 
payable  during  the  life  of  the  surviving 
spouse  mi^st  be  payable  only  to  her. 

(2)  The  installments  or  interest  pay¬ 
able  to  the  surviving  spouse  must  be  pay¬ 
able  annually,  or  more  frequently,  com¬ 
mencing  not  later  than  13  months  after 
the  decedent’s  death. 

(3)  The  surviving  spouse  must  have 
the  power  to  appoint  all  or  a  specific 
portion  of  the  amounts  so  held  by  the 
insurer  to  either  herself  or  her  estate. 

(4)  TTie  power  in  the  surviving  spobse 
must  be  exercisable  by  her  alone  and 
(whether  exercisable  by  will  or  during 
life)  must  be' exercisable  in  all  events. 

(5)  The  amounts  or  the  specific  pa- 
tion  of  the  amounts  payable  under  such 
contract  must  not  be  subject  to  a  power 
in  any  other  person  to  appoint  any  part 
thereof  to  any  person  other  than  the 
surviving  spouse. 

(b)  Specific  portion;  deductible  inter- 
est.  If  the  right  to  receive  interest  or 
installment  payments  or  the  powor  of 
appointment  passing  to  the  survivim 
spouse  pertains  only  to  a  specific  portion 
of  the  proceeds  held  by  the  insurer,  the 
marital  deduction  is  allowed  only  to  the 
extent  that  the  rights  of  the  surviving, 
spouse  in  the  specific  portion  meet  the 
five  conditions  described  in  paragraph 
(a)  of  thiS' section.  While  the  rights  to 
interest,  or  to  receive  payment  in  install¬ 
ments,  and  the  power  must  coexist  as  to 
the  proceeds  of  the  same  contract,  it  is 
not  necessary  that  the  rights  to  each  be 
in  the  same  proportion.  If  the  rights  to 
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[  meeting  the  required  conditions 
Sin  paragraph  (a)  (1)  and  (2) 
f  Sis  section  extend  over  a  smaller 
hereof  the  proceeds  than  the  share 
SS^respect  to  which  the  power  of  ap- 
ISntment  requirements  set  forth  in 
PSph  (a)  (3)  through  (5)  of  this 
SSon  are  satisfied,  the  deductible  in- 
f^t  is  limited  to  the  smaller  share. 

if  the  portion  of  the  proceeds 
SSe  in  installments  is,  a  smaller  por- 
Sn  of  the  proceeds  than  the  portion  to 
Shlch  the  power  of  appointhaent  meet- 
JL  guch  requirements  relates,  the  deduc¬ 
tion  is  limited  to  the  smaller  portion.  In 
addition,  if  a  power  of  appointment 
meeting  all  the  requirements  extends  to 
1  smaller  portion  of  the  proceeds  than 
^  portion  over  which  the  interest  or 
jjjgt^ent  rights  pertain,  the  deductible 
Interest  cannot  exceed  the  value  of  the. 
portion  to  which  such  power  of  appoint¬ 
ment  aK)lies.  Thus,  if  the  contract  pro- 
Tides  that  "the  insurer  is  to  retain  the 
proceeds  and  pay  all  of  the  in¬ 
terest  thereon  annually  to  the  surviving 
spouse  and  if  the  surviving  spouse  has  a 
power  of  appointment  meeting  the  spec¬ 
ifications  prescribed  in  paragraph  (a) 
(3)  through  (5)  of  this  section,  as  to 
only  one-half  of  the  proceeds  held,  th^n 
only  one-half  of  the  proceeds  may  be 
treated  as  a  deductible  interest.  Cor¬ 
respondingly,  if  the  rights  of  the  spouse 
to  receive  installment  payments  or  in¬ 
terest  satisfying  the  requirements  ex¬ 
tend  to  only  one-fourth  of  the  proceeds 
and  a  testamentary  power  of  appoint¬ 
ment  satisfying  the  requirements  of 
paragraph  <a)  (3)  through  (5)  of  this 
section  extends  to  all  of  the  proceeds, 
then  only  one-fourth  of  the  proceeds 
qualifies  as  a  deductible  interest.  Fur¬ 
ther,  if  the  surviving  spouse  has  no  right 
to  installment  payments  (or  interest) 
over  any  portion  of  the  proceeds  but  a 
testamentary  power  of  appointment 
which  meets  the  necessary  conditions 
over  the  entire  remaining  proceeds,  then 
none  of  the  proceeds  qualifies  for  the 
deduction.  In  addition,  if,  from  the  time 
of  the  decedent’s  death,  the  surviving 
spouse  has  a  power  of  appointment 
meeting  all  of  the  required  conditions 
over  three-fourths  of  the  proceeds  and 
the  right  to  receive  interest  from  the 
entire  proceeds,  but  with  a  power  in  an¬ 
other  person  to  appoint  one-half  of  the . 
entire  proceeds,  the  value  of  the  interest 
in  the  surviving  spouse  over  only  one- 
half  of  the  proceeds  will  qualify  as  a 
deductible  interest. 

(c)  Applicable  principles.  (1)  The 
1)rinciples  set  forth  in  paragraph  (c)  of 
120.2056  (b)-5  for  determining  what 
constitutes  a  “specific  portion  of  the  en¬ 
tire  interest”  for  the  purpose  of  section 
2056  (b)  (5)  are  applicable  in  determin¬ 
ing  what  constitutes  a  “specific  portion 
of  all  such  amounts”  for  the  purpose  of 
section  2056  (b)  (6) .  However,  the  in¬ 
terest  in  the  proceeds  passing  to  the 
surviving  spouse  will  not  be  disqualified 
by  the  fact  that  the  installment  pay¬ 
ments  or  interest  to  which  the  spouse  is 
entitled  or  the  amount  of  the  proceeds 
'  over  which  the  power  of  appointment  is 
exercisable  may  be  expressed  in  terms  of 
a  specific  sum  rather  than  a  fraction  or 
No.  123 - 8 


a  percentage  of  the  proceeds  provided  it . 
is  shown  that  such  sums  are  a  definite  or 
fixed  percentage  or  fraction  of  the  toted 
proceeds. 

(2)  The  provisions  of  paragraph  (a) 
of  this  section  are  applicable  with  respect 
to  a  property  interest  which  pa^ed  from 
the  decedent  in  the  form  of  proceeds  of  a 
policy  of  insurance  upon  the  decedent’s 
life,  a  policy  of  insurance  upon  the  life 
of  a  person  who  predeceased  the  dece¬ 
dent.  a  matured  endowment  policy,  or  an 
annuity  contract,  but  only  in  case  the 
proceeds  are  to  be  held  by  the  insurer. 
With  respect  to  proceeds  under  any  such 
contract  which  are  to  be  held  by  a  trustee, 
with  power  of  appointment  in  the  sur¬ 
viving  spouse,  see  §  20.2056  (b)  -5.  As  to 
the  treatment  of  proceeds  not  meeting 
the  requirements  of  §  20.2056  (b)-5  or  of 
this  section,  see  §  20.2056  (a) -2. 

(3)  In  the  case  of  a  contract  under 
which  payments  by  the  insurer  com¬ 
menced  during  the  decedent’s  life,  it  is 
immaterial  whether  or  not  the  conditions 
in  subparagraphs  (1)  through  (5)  of  par¬ 
agraph  (a)  of  this  section  were  satisfied 
prior  to  the  decedent’s  death. 

(d)  Payments  of  installments  or  inter¬ 
est.  The  conditions  in  subparagraphs 
(1)  and  (2)  of  paragraph  (a)  of  this  sec¬ 
tion  relative  to  the  payments  of  install¬ 
ments  or  interest  to  the  surviving  spouse 
are  satisfied  if,  under  the  terms  of  the 
contract,  the  spouse  has  the  right'exercis- 
able  annually  (or  more  frequently)  to  re¬ 
quire  distribution  to  herself  of  install¬ 
ments  of  the  proceeds  or  a  specific  por¬ 
tion  thereof,  as  the  case  may  be,  and 
otherwise  such  proceeds  or  interest  are 
to  be  accumulated  and  held  by  the  in¬ 
surer  pursuant  to  the  terms  of  the  con¬ 
tract.  A  contract  which  otherwise  re¬ 
quires  the  insurer  to  make  annual  or 
more  frequent  payments  to  the  sur-^ 
viving  spouse  following  the  decedent’s' 
death,  will  not  be  disqualified  merely  be¬ 
cause  the  surviving  spouse  must  comply 
with  certain  formalities  in  order  to  obtain 
the  first  payment.  For  example,  the 
contract  may  satisfy  the  conditions  in 
subparagraphs  (1)  and  (2)  of  paragraph 
(a)  of  this  section  even  though  it  requires 
the  surviving  spouse  to  furnish  proof  of 
death  before  the  first  pasunent  is  made. 
The  condition  in  paragraph  (a)  (1)  of 
this 'section,  is  satisfied  where  interest 
on  the  proceeds  or  a  specific  portion 
thereof  is  payable,  annually  or  more  fre¬ 
quently,  for  a  term,  or  imtil  the  occur¬ 
rence  of  a  specified  event,  following 
which  the.  proceeds  or  a  specific  portion 
thereof  are  to  be  paid  in  annual  or  more 
frequent  installments. 

(e)  Powers  of  appointment.  (1)  In 
determining  whether  the- terms  of  the 
contract  satisfy  the  conditions  in  sub- 
paragraph  (3),  (4),  or  (5)  of  paragraph 
(a)  of  this  section  relating  to  a  power  of 
appointment  in  the  surviving  spouse  or 
any  other  person,  the  principles  stated 
in  §  20.2056  (b)  -5  are  applicable.  As 
stated  in  §  20.2056  (b)-5,  the  surviving 
spouse’s  power  to  appoint  is  “exercisable 
in  all  events”  only  if  it  is  in  existence 
immediately  following  the  decedent’s 
death,  subject,  however,  to  the  operation 
of  §  20.2056  (b)  -3  relating  to  interests 
conditioned  on  survival  for  a  limited 
period. 


(2>  For  examples  of  formal  limitations 
on  the  power  which  will  not  disqualify 
the  contract,  see  paragraph  (g)  (4)  of 
S  20.2056  (b)-5.  If  the  power  is  exercis¬ 
able  from  the  moment  of  the  decedent’s 
death,  the  contract  is  not  disqualified 
merely  because  the  insiu*er  may  require 
proof  of  the  decedent’s  death  as  a  con¬ 
dition  to  making  payment  to  the  ap¬ 
pointee.  If  the  submission  of  proof  of 
the  decedent’s  death  is  a  condition  to 
the  exercise  of  the  power,  the  power  will 
not  be  considered  “exercisable  in  all 
events”  imless  in  the  event  the  surviving 
spouse  had  died  immediately  following 
the  decedent,  her  power  to  appoint  would 
have  been  considered  to  exist  at  the  time 
of  her  death,  within  the  meaning  of  sec¬ 
tion  2041  (a). (2).  See  paragraph  (b) 
ol  §  20.2041-3. 

(3)  It  is  sufficient  for  the  purposes  of 
the  condition  in  paragraph  (a)  (3)  of 
this  section-  that  the  surviving  spouse 
have  the  power  to  appoint  amounts  held 
by  the  insurer  to  herself  or  her  estate  if 
the  surviving  spouse  has  the  unqualified 
power,  exercisable  in  favor  of  herself  or 
her  estate,  to  appoint  amounts  held  by 
the  insurer  which  are  payable  after  her 
death.  Such  power  to  appoint  need  not 
extend  to  installments  or  interest  which 
will  be  paid  to  the  spouse  dining  her  life. 
Further,  the  power  to  appoint  need  not 
be  a  power  to  require  pasmient  in  a  single 
sum.  For  example,  if  the  proceeds  of  a 
policy  are  payable  in  installments,  and 
if  the  surviving  spouse  has  the  power  to 
direct  that  all  installments  payable  after 
her  death  be  paid  to  her  estate,  she  has 
the  requisite  power. 

(4)  It  is  not  necessary  that  the  phrase 
“power  to  appoint”  be  used  in  the  con¬ 
tract.  For  example,  the  condition  in 
paragraph  (a)  (3)  of  this  section  that 
the  surviving  apouse  have  the  power  to 
appoint  amounts  held  by  the  insurer  to 
herself  or  her  estate  is  satisfied  by  terms 
of  a  contract  which  give  the  surviving 
spouse  a  right  which  is,  in  substance  and 
effect,  a  power  to  appoint  to  herself  or 
her  estate,  such  as  a  right,  to  withdraw 
the  amount  remaining  in  the  fund  held 
by  the  insurer,  or  a  right  to  direct  that 
any  amount  held  by  the  insiu^r  under 
the  contract  at  her  death  shall  be  paid 
to  her  estate. 

§  20.2056  (c)  Statutory  provisions; 
bequests,  etc.,  to  surviving  spouse;  lim¬ 
itation  on  aggregate  of  deductions. 

Sec.  2056.  Bequests,  etc.,  to  surviving 
spouse.  •  •  • 

(c)  Limitation  on  aggregate  of  deduc¬ 
tions — (1)  General  rule.  The  aggregate 
amount  of  the  deductions  allowed  under  this 
section  (computed  without  regard  to  this 
subsection)  shall  not  exceed  50  percent  of 
the  value  of  the  adjusted  gross  estate,  as 
defined  in  paragraph  (2^. 

(2)  Computation  of  adjusted  gross 
estate — (A)  General  rule.  Except  as  pro¬ 
vided  in  subparagraph  (B)  of  this  paragraph, 
the  adjusted  gross  estate  shall,  for  purposes 
of  subsection  (c)  (1),  be  computed  by  sub¬ 
tracting  from  the  entire  value  of  the  gross 
estate  the  aggregate  amount  of  the  deduc¬ 
tions  allowed  by  sections  2053  and  2054. 

(B)  Special  rule  in  cases  involving  com- 
munity  property.  If  the  decedent  and  his 
surviving  spouse  at  any  time,  held  property 
as  community  property  under  the  law  of  any 
State,  Territory,  or  possession  of  the  United 
States,  or  of  any  foreign  country,  then  the 
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adjusted  gross  estate  shall,  for  purposes  of  gregate  amount  of  the  deductions  allowed  5  20.2056  (c)-l  Is  the  entire  value  nf 
sub^tion  (c)  (1).  be  determin^  by  Bub>  foj.  expenses,  indebtedness,  taxes,  and  gross  estate  less  the  sum  of  the 
MT^^toe^sum^— value  of  the  gross  losses  under  sections  2053  and  2054,  un-  ^  values  and  amounts: 

(I)  The  value  of  property  which  Is  at  the  the  decedent  and  his  spouse  at  any  (1)  The  value  of  any  property  t 

time  of  the  death  of  the  decedent  held  as  time  held  any  property  as  community  eluded  in  the  gross  estate  which 
such  community  property;  and  property  (see  §  20.2056  (c)-2).  In  de-  the  time  of  the  decedent’s  death  h^ 2 

(II)  The  value  of  property  transferred  by  termining  the  adjusted  gross  estate,  the  him  and  his  surviving  spouse  as 

the  decedent  during  his  life.  If  at  the  time  gross  estate  is  not  reduced  by  the  ex-  munity  property,”  as  defined  in^l 
of  such  transfer  the  property  was  held  as  emption  allowable  imder  section  2052,  or  section. 

such  coi^unity  property;  ^d  l,y  amount  Of  any  charitable  deduc-  (2)  The  value  of  property  (to 

.JJil  JS®  tion  allowable  under  section  2055.  tent  included  in  the  gross  estate)  tr*£ 

f  erred  by  the  decedent  during  his  ft 
if  at  the  time  of  such  transfer  the  proiv 
erty  was  held  by  him  and  his  surrhSl 
spouse  as  “community  property,” 
fined  in  this  section. 

(3)  The  amount  (to  the  extent  fe. 
eluded  in  the  gross  estate)  recchttie^ 


Is  $30,000.  (It  is  assumed  for  the  purpose 
of  this  example  that  the  decedent  and  his 
spouse  never  held  any  property  as  community 
property.)  The  decedent  left  $10,000  to  a 
charitable  organization  for  which  a  deduc¬ 
tion  is  allowable  under  section  2055,  and  left 
the  balance  of  his  estate  to  his  surviving 

spouse.  The  value  of  the  adjusted  gross  _ ,  ^ 

estate  is,  therefore.  $200,000  less  $30,000,  or  and  his  surviving  spouse  as  “commuik 
$170,000.  It  is  assumed  that  the  aggregate  propdtty,”  as  defined  in  this  section; 
value  of  the  deductible  interests  which  passed  (4)  An  amount  which  bears  the  mm 
from  the  decedent  to  his  surviving  spouse  is  ratio  to  the  aggregate  amount  of  thn 
$100  000  TOe  allowable  merited  ductions  for  expenses,  indebtSbi 

®  and  2054  as  the  value  of  the  gross  esMt 

§  20.2056  (c)-2  Marital  deduction  in  reduced  by  the  aggregate  amount 
cases  involving  community  property,  (a)  tracted  under  subparagraphs  (1),  (j 
If  the  decedent  and  his  surviving  spouse  and  (3)  of  this  paragraph,  bears  to  fee 
at  any  time  held  property  as.“community  entire  value  of  the  gross  estate.  Tie 
property,”  as  defined  in  this  section,  the  amount  to  be  subtracted  under  this  sob. 
“adjusted  gross  estate”  referred  to  in  paragraph  is 


Gross  estate,  less  community  property 
Entire  gross  estate 


X  Deductions  for  expenses,  Indebtednea^ 
taxes,  and  losses. 


(b)  If  a  policy  of  insurance  upon  the  eign  country  ( 

life  of  the  decedent  was  purchased  partly  which  the  suri 
with  property  held  by  him  and  his  sur-  time  of  the  “C( 
viving  spouse  as  “community  property”  pectant  intere 
as  defin^  in  this  section,  and  partly  with  property,  subje 
other  property,  the  amount  receivable  respect  to  valui 
under  the  policy  is  considered,  for  the  (h)  of  this  sect 
purpose  of  paragraph  (a)  (3)  of  this  sec-  (3)  Property 
tion,  to  have  been  purchased  with  such  in  exchange  (b; 
“community  property”  in  the  proportion  of  exchanges) 
that  the  payments  made  with  such  “com-  acquired  as  set : 
munity  property”  bear  to  the  total  (2)  of  this  para 
amount  paid.  The  burden  oi 

(c)  In  determining  the  "adjusted  gross  to  which  separ 

estate”  under  this  section,  property  held  dent  was  acqi 
by  the  decedent  and  his  surviving  spouse  scribed  in  subp 
as  “community  property”,  at  the  time  of  this  section  re 
the  death  of  the  decedent  (for  the  pur-  (d)  The  sur 
pose  of  paragraph  (a)  (1)  of  this  sec-  as  having  mer 
tion) ,  at  the  time  of  the  transfer  (for  jn  property  he! 
the  purpose  of  paragraph  (a)  (2)  of  this  under  the  law 
section) ,  or  at  the  time  of  the  payment  or  possession  o 
of  insurance  premiums  or  other  consider-  any  foreign  co 
ation  (for  the  purpose  of  paragraph  (a)  the  decedent’s 
(3)  of  this  section),  is  considered  to  of  such  proper 
include—  half  of  it)  is  ir 

(1)  Any  property  held  by  them  at  gross  estate,  o: 
such  time  as  community  property  under  transfer,  payn 
the  law  of  any  State,  Territory,  or  pos-  ums  or  other  ( 
session  of  the  United  States,  or  of  any  sion’,  if,  in 
foreign  country,  except  property  in  which  the  decedent 
the  surviving  spouse  had  at  such  time  value  of  the  ] 
merely  an  expectant  interest.  transfer,  paym 
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Sac.  2056.  Bequests,  etc^  to  surviving 
spouse.  •  •  • 

(d)  Disclaimers — (1)  By  surviving  spouse. 

If  under  this  section  an  Interest  wotild.  in 
the  absence  of  a  disclaimer  by  the  surviving 
spouse,  be  considered  as  passing  from  the 
decedent  to  such  si>ou8e,  and  if  a  disclaimer 
of  such  interest  is  made  by  such  spouse,  then  ' 
such  interest  shall,  for  the  ptirposes  of  this 
section,  be  considered  as  passing  to  the  per¬ 
son  or  persons  entitled  to  receive  such  in¬ 
terest  as  a  resvilt  of  the  disclaimer. 

(2)  By  any  other  person.  If  under  this 
section  an  interest  would,  in  the  absence  of 
a  disclaimer  by  any  person  other  than  the 
siirviving  spouse,  be  considered  as  passing 
from  the.  decedent  to  such  person,  and  if  a 
disclaimer  of  such  interest  is  made  by  such 
person  and  as  a  result  of  such  disclaimer  the 
surviving  spoxise  is  entitled  to  receive  such 
interest,  then  such  interest  shall,  for  p\ir- 
poses  of  this  section,  be  considered  as  pass¬ 
ing,  not  to  the  .surviving  spoiise,  but  to  the 
person  who  made  the  disclaimer,  in  the  same 
manner  as  if  the  disclaimer  had  not  been 
made. 

§  20.2056  (d)  -1  Marital  deduction; 
effect  of  disclaimers — (a)  By  a  surviving 
spouse.  If  a  decedent’s  surviving  spouse 
makes  a  disclaimer  of  any  property  in¬ 
terest  which  would  otherwise  be  consid¬ 
ered  as  having  passed  from  the  decedent 
to  her,  the  disclaimed  interest  is  to  be 
considered  as  having  passed  from  ,the 
decedent  to  the  person  or  persons  en¬ 
titled  to  receive  the  interest  as  a  result 
of  the  disclaimer.  A  disclaimer  is  a  com¬ 
plete  and  unqualified  refusal  to  accept 
the  rights  to  which  one  is  entitled.  It 
is,  therefore,  necessary  to  distinguish  be-» 
tween  the  surviving  spouse’s  disclaimer 
of  a  property  interest  and  her  accept¬ 
ance  and  subsequent  disposal  of  a  prop¬ 
erty  interest.  For  example,  if  proceeds 
of  insurance  are  payable  to  the  smndving 
spouse  and  she.  ref  uses  them  so  that  they 
consequently  pass  to  an  alternate  bene¬ 
ficiary  designated  by  the  decedent,  the 
proceeds  are  considered  as  having  passed 
from  the  decedent  to  the  alternate  bene¬ 
ficiary,  On  the  other  hand,  if  the  jsur- 
viving  spouse  directs  the  insurance . 
company  to  hold  the  proceeds  at  interest 
during  her  life  and,  upon  her  death,  to 
pay  the  principal  sum  to  another  person 
designated  by  her,  thus  effecting  a  trans¬ 
fer  of  a  remainder  interest,  the  proceeds 
are  considered  as  having  passed  froip 
the  decedent  to  his  spouse.  See  para¬ 
graph  (c)  of  §  20.2056  (e)-2  with  respect 
to  a  spouse’s  exercise  or  failure  to  exer¬ 
cise  a  right  to  take  against  a  decedent’s 
will. 

(b)  By  a  person  other  than  a  surviving 
spouse.  It  is  unnecessary  to  distinguish, 
for  the  purpose  of  the  marital  deduction, 
between  a  disclaimer  by  a  person  other 
than  the  siirviving  spouse  and  a  transfer 
by  such  person.  If  the  surviving  spouse, 
becomes  entitled  to  receive  an  interest 
in  properly  from  the  decedent  as  a  result 
of  a  disclaimer  made  by  some  other  per¬ 
son,  the  interest  Ls,  nevertheless,  con¬ 
sidered  as  having  passed  from  the  de¬ 
cedent,  not  to  the  surviving  spouse,  but 
to  the  person  who  made  the  disclaimer, 
as  though  the  disclaimer  had  not  been 
made.  If,  as  a  result  of  a  disclaimer 
made  by  a  person  other  than  the  surviv¬ 
ing  spouse,  a  property  interest  passes  to 
the  surviving  spouse  imder  circumstances 
which  meet  the  conditions  set  forth  in 


4  hinff  property  wiuvii  txiud  uiiu  i/iuic  ux  wic 

^ncommunity  status  from  property  of  the  separate  property  so  acq 
acquired  such  a  status  solely  by  the  spouse  is  of  the  value  (at  thi 
*^nSionof  the  applicable  property  law,  of  the  separate  property  so  acq 
2056  (c)  (2)  (C)  refers  to  the  the  decedent, 
fmer  category  bf  property  as  "separate  ( j )  The  application  of  this  seel 

Serty”  acquired  as  a  result  of  a  “con-  be  illustrated  by  the  following  ej 
•erslon”  of  “property  held  as  such  com-  Example  (l).  The  value  of  a  d 
munity  property’’.  As  used  in  section  gross  estate  is  $300,000,  of  which 
Ssfi  (C)  (2)  (C) ,  the  phrase  "property  represents  his  separate  property  an( 
hjrf  as  such  community  property’’  is  represents  his  one-half  interest  in 
to  denote  the  body  of  property  property.  The  decedent's  sepai 

SlSienSd  within  the  community  wa.  inherited  trom  hi.  tati 

jjaaprencuucu  deductions  allowed  under  sections 

system,  the  term  separate  3054  total  $45,000.  The  adjusted  gr 
Jjoperty”  includes  any  noncommunity  jg  computed  as  follows: 

Joperty  (whether  held  in  joint  tenancy. 

^nnv  by  the  entirety,  tenancy  m  com-  o*  ^ross  estate - - 

(jon,  or  otherwise) ;  and  the  term  •  con-  Reduction  under  paragraph  (a) 

ursion’’  includes  any  transaction  or  (i) _ _ _ _ 

ggrcenient  which  transforms  property  Reduction  under  paragraph  (a)  (4) 
ftom  a  community  status  into  a  non- 

community  status.  V$3^bo^*  ’  ) - 

(f)  The  separate  property  which  sec¬ 
tion  2056  (c)  (2)  (C)  classifies  as  com-  Total  reduction - 

munity  property  is  not  limited  to  that 
which  was  in  existence  at  the  time  of  the 
conversion.  The  following  are  illustra¬ 
tive  of  the  ^ope  of  section  2056  (c)  (2) 

(C) :  (1)  A  partition  of  community  prop¬ 
erty  between  hmband  and  wife,  in  which 
a  portion  of  such  property  became  the 
separate  property  of  each,  is  a  conver¬ 
sion  of  such  property;  (2)  a  transfer  of 
community  property  into  some  other 
form  of  coownership,  such  as  a  joint  ten¬ 
ancy,  is-  a  conversion  of  such  property; 

(3)  an  agreement  (whether  made  be¬ 
fore  or  after  marriage)  that  future 
earnings  and  gains  which  would  other¬ 
wise  be  community  property  shall  be 
shared  by  the  spouses  as  separate  prop¬ 
erty  effects  a  conversion  of  such  earn¬ 
ings  and  gains;  and  (4)  a  change  in 
the  form  of  ownership  of  property  which 
causes  the  future  rentals  therefrom, 
which  would  otherwise  have  been  ac¬ 
quired  as  community  property,  to  be 
acquired  as  separate  property  ^ects  a 
conversion  of  the  rentals. 

(g)  The  rules  of  section  2056  (c)  (2) 

(C)  are  applicable,  however,  only  if  the 
wmversion  took  place  after  December 
31,  1941,  and  only  to  the  extent  stated 
In  this  section. 

(h)  If  the  value  of  the  separate  prop¬ 
erty  acquired  by  the  decedent  as  a  result 
of  a  conversion  did  not  exceed  the  value 
of  the  separate  property  thus  acquired 
by  the  surviving  spouse,  the  entire  sep¬ 
arate  property  thus  acquired  by  the 
decedent  is  to  be  considered,  for  the 
purpose  of  this  section,  as  held  by  him 
and  his  surviving  spouse  as  community 
property.  If  the  value  (atlhe  time  of  the 
conversion)  of  the  separate  property  so 
acquired  by  the  decedent  exceeded  the 
value  (at  that  time)  of  the  separate 
property  so  acquired  by  the  spouse,  only 
a  part  of  the  separate  property  so  ac¬ 
quired  by  the  decedei^t  (and  only  the 
same  fractional  part  of  property  acquired 
by  him  in  exchange  for  such  separate 
property)  is  to  be  considered,  for  the 


Adjusted  gross  estate _ -170,000 

The  marital  deduction  will  be  $85,000  (one- 
half  the  value  of  the  adjusted  gross  estate) 
in  case  the  aggregate  value  of  the  deductible 
interests  which  passed  from  the  decedent  to 
his  svirviving  spouse  equals  or  exceeds  that 
amount. 

Example  (2) .  The  facts  ue  the  same  as  in 
example  (1)  except  that  the  decedent’s 
separate  property  was  not  inherited  from  his 
father,  but  was  acquired  under  the  following 
transaction;  On  November  1,  1942,  the  dece¬ 
dent  and  his  surviving  spouse  partitioned 
certain  community  property  then  having  a 
value  of  $224,000.  A  portion  of  such  prop¬ 
erty,  then  having  a  value  of  $160,000,  was 
converted  into  the  decedent’s  separate  prop¬ 
erty.  and  the  remaining  portion  then  having 
a  value  of  $64,000,  was  converted  Into  his 
spouse’s  separate  property.  The  portion  of 
the  separate  property  so  acquired  by  the 
decedent  which  is  considered  as  held  as  com¬ 
munity  property  at  the  time  of  his  death  is 
represented  by  that  proportion  of  $200,0(X) 
(the  value,  at  the  time  of  death,  of  such 
separate  property)  which  $64,000  (the  value, 
at  the  time  of  the  conversion,  of  the  separate 
property  so  acquired  by  his  spouse)  bears  to 
$160,000  (the  value,  at  the  time  of  the  con¬ 
version,  of  the  separate  property  so  acquired 
by  the  decedent),  which  proportion  equals 
$80,000.  The  adjusted  gross  estate  is  com¬ 
puted  as  follows: 

Value  of  gross  estate...... _ $300, 000 


Reduction  under  paragraph  (a)  (1) 

($100.000+$80.000) . 

Reduction  under  paragraph  (a)  (4) 
/  $120,000  \ 

(  if'ihn  nno  ^  $45,000  j— — — — 


Total  reduction. 


Adjusted  gross  estate.. — ..  102, 000 

The  marital  reduction  will  be  $51,000  (one- 
half  the  value  of  the  adj.usted  gross  estate) 
in  case  the  aggregate  value  of  the  deductible 
interests  whiclv  passed  from  the  decedent 
to  his  surviving  spouse  equals  or  exceeds  that 
amount. 

fi  20.2056  (d)  Statutory  provisions;  be¬ 
quests,  etc.,  to  surviving  spouse;  dis~ 
claimers. 


RULES  AND  REGULATIONS 


S  20.2056  a))-5  (relating  to  a  life  estate  decedent’s  surviving  spouse  is  considered  S§  20.2056  (b)-5  and  20.2056 
with  a  power  of  appointment) ,  the  rule  as  having  passed  from  the  decedent  to  case  of  certain  life  estates  and  jna”? 
stated  in  the  preceding  sentence  applies,  his  spouse.  and  annuity  contracts  with  powm* 

not  only  with  respect  to  the  portion  of  (4)  The  proceeds  of  Insurance  upon  appointment.  For  this  purpose 
the  interest  which  beneficially  vests  in  the  life  of  the  decedent  are  considered  a  property  interest  passed  from’th^ 
the  surviving  spouse,  but  also  with  re-  as  having  passed  from  the  decedent  to  cedent  in  trust,  such  inter^t  is  c*' 
Bpect  to  the  portion  over  which  she  the  person  who,  at  the  time  of  the  de-  sidered  to  have  passed  from  him toSi 
acquires  a  power  to  appoint.  The  rule  cedent’s  death,  was  entitled  to  receive  surviving  spouse  to  the  extent  of  ^ 
applies  also  in  the  case  of  proceeds  under  the  proceeds.  beneficial  interest  therein.  The  de^ 

a  life  insurance,  endovmient,  or  annuity  (5)  Any  property  interest  transferred  tion  may  not  be  taken  with  respecUo 
contract,  which,  as  a  result  of  a  dis-  during  life,  bequeathed  or  devised  by  property  interest  which  passed  to  nJ! 
claimer  made  by  a  person  other  than  the  the  decedent,  or  inherited  from  the  de-  spouse  merely  as  trustee,  or  subject  b 
surviving  spouse,  are  held  by  the  insurer  cedent,  is  considered  as  having  passed  a  binding  agreement*by  the  spouse  t 
subject  to  the  conditions  set  forth  in  to  the  person  to  whom  he  transferred,  dispose  of  the  interest  in  favor^ i 
§20.2056  (b)-6.  bequeathed,  or  devised  the  interest,  or  third  person.  An  allowance  or  avart 

8  on  on^R  ctafntnru  tjroijisfons  •  Person  who  inherited  the  interest  paid  to  a  surviving  spouse  pursuant  tS 

§  20.2056  (e)  statutory  provisions  » 

^quests,  etc.,  to  surviving  spouse,  survivor’s  interest  in  an  an-  administration  of  the  decede^s^ 

aejtnttion.  .  nuity  or  other  pasnnent  described  in  sec-  constitutes  a  property  interest  pasdut 

8BC.  2056.- Bequests,  etc.,  So  surviving  tion  2039  (see  §§  20.2039-1  and  20.2039-  from  the  decedent  to  his  sunt^ 

apotwc.  •  •  •  2)  is  considered  as  having  passed  from  spouse.  In  determining  whethororiM 

«««  rnn*  decedcnt  to  the  survivor  only  to  the  such  an  interest  is  deductible,  hovew 

SdCTed  as  p^ssing  ftom  Sfdecedent  to  an^  f^tent  toat  the  value  of  such  interest  is  see  generally  the  terminable  intane 
person  If  and  only  if—  included  in  the  decedent  s  gross  estate  rules  of  §  20.2056  (b)-l  and  especial^  I 

(1)  Such  interest  Is  bequeathed  or  devised  xmder  that  section.  If  only  a  portion  of  example  (8)  of  paragraph  (g)  of^ 

to  such  person  by  the  decedent;  the  entire  annuity  or  other  pasunent  is  section. 

(2)  Such  interest  is  inherited  by  such  per-  included  in  the  decedent’s  gross  estate  ^b)  Examples.  The  following  Uha. 

decedent;  and  the  annuity  or  other  pasonent  is  trate  the  provisions  of  paragraph  (a)  a 

interMt^OT  stSS^r^inte^rett'in  Ueu^  payable  to  more  than  one  beneficiary,  this  section: 

of)  of  such  person  m  surviving  spouse  of  the  Jhen  the  value  of  the  interest  considered  (D  A  property  interest  b^ueathed  to 
decedent;  to  have  passed  to  each  beneficiary  is  that  trust  by  H  (the  decedent)  is  cwisidered 

(4)  Such  Interest  has  been  transferred  to  portion  of  the  amount  payable  to  each  as  haying  passed  from  him  to  W  (hb 

such  person  by  the  decedent  at  any  time;  beneficiary  that  the  amount  of  the  an-  surviving  spouse)  — 

(5)  Such  interest  was.  at  the  time  of  the  nuity  or  other  payment  included  in  the  <i)  If  the  trust  income  is  payaWe  to 
decedent’s  death,  heW  by  such  person  and  decedent’s  gross  estate  bears  to  the  total  W  for  life  and  upon  her  death  the  corp® 

(6)  T^e  decedent  had  a  power  (either  tb)  If  before  the  decedent’s  death  the  If  W  is  entitled  to  the  trust  in- 

alone  or  in  conjunction  with  any  person)  decedent’s  surviving  spouse  had  merely  come  for  a  term  of  years  following  whidi 
to  appoint  such  interest  and  if  he  appoints  an  expectant  interest  in  property  held  by  corpus  is  to  be  paid  to  W  or  her 
or  has  appointed  such  interest  to  such  per-  her  and  the  decedent  under  community  estate; 

eon,  or  if  such  person  takes  such  interest  property  laws,  that  interest  is  considered  If  the  trust  income  is  to  be  «• 

release  or  nonexercise  of  having  passed  from  the  decedent  to  cumulated  for  a  term  of  years  or  for 

(7)  such  interest  consists  of  proceeds  of  the  spouse.  As  to  the  circumstances  un-  W’s  life  and  the  augmented  fund  pftid 
Insurance  on  the  life  of  the  decedent  re-  dcr  which  the  interest  of  the  surviving  to  W  or  her  estate;  or 

ceivable  by  such  person.  spouse  under  community  property  laws  ^iv)  If  the  terms  of  the  transfer  sat* 

Except  at  provided  In  paragraph  (6)  or  (6)  .Too'!?!.  nronir?. 

of  eubsection  (b),  where  at  the  time  of  the  Paragraph  (d)  of  §  20.2056  (c)-2.  <2)  If  H  devLed  property — 

decedent’s  death  it  is  not  possible  to  ascer-  8  20  fpl  2  Marital  tlpdiirfinn’  With  remainder  at¬ 
tain  the  particular  person  or  persons  to  ^  Marital  aeauction,  solutely  to  W  or  her  estate,  the  ronain- 

whom  an  interest  in  property  may  pass  from  ^^fi^ition  of  passed  fj'orn  the  decedent  interest  is  considered  to  have  passed 
the  decedent,  such  interest  shall,  for  pvur-  f®  surviving  spouse  -—(a)  In  general,  fj-oni  H  to  W; 

poses  of  subparagraphs  (A)  and  (B)  of  sub-  In  general,  the  definition  stated  in  (jj)  »Pq  yf  jijg  ^ith  remainder  it 

section  (b)  (1),  be  considered  as  passing  §  20,2056  (e)-l  is  applicable  in  determin-  j^gj.  estate  the  entire  property  is  con- 

®  the  proi^rty  interests  which  "p^sed  sidered  as  having  passed  from  H  to  W; « 

the  surviving  spouse.  from  the  dec^ent  to  his  survivmg  (^i)  under  conditions  which  satiaij 

§  20.2056  (e)— 1  Marital  deduction^  spouse  .  Special  rules  are  provided,  the  provisions  of  §  20.2056  (b)—5,Uieen- 

definition  of  ^‘passed  from  the  decedent’',  however,  for  the  following:  fire  property  is  consider^  as  hanib 

(a)  The  following  rules  are  applicable  in  I^  the  case  of  certain  inter^ts  passed  from  H  to  W. 

determining  the  person  to  whom  any  vrith  Income  for  life  to  the  surviving  (3)  proceeds  of  insurance  upon  tb 
property  interest  “passed  from  the  spouse  with  power  of  appointment  in  her  jifg  gf  n  are  considered  as  having  paasw 
decedent’’:  (b)-5) ;  ^  from  H  to  W  if  the  terms  of  the  con 

(1)  Property  interests  devolving  upon  ^2)  In  the  case  of  proceeds  held  by  tract — 

any  person  (or  persons)  as  surviving  co-  the  insurer  under  a  life  insurance,  en-  (j)  Meet  the  requirements  of  §  20^05 

owner  with  the  decedent  under  any  form  dowment,  or  annuity  contract  with  (b)-6; 

of  joint  ownership  under  which  the  right  Power  of  appointment  in  the  surviving  (jj)  provide  that  the  proceeds  ar 

of  survivorship  existed  are  considered  as  spouse  (see  §  20.2056  (b)-6) ;  payable  to  W  in  a  lum  sum; 

having  passed  from  the  decedent  to  such  ^3)  In  case  of  the  disclaimer  of  an  (iii)  provide  that  the  proceeds  ar 

person  (or  persons).  Interest  by  the  surviving  spouse  or  by  payable  in  installments  to  W  for  life  an 

(2)  Property  interests  at  any  time  other  person  (see  §  20.2056  (d)-l);  after  her  death  any  remaining  install 

subject  to  the  decedent’s  power  to  ap-  I*^  case  of  an  election  by  the  sur-  ments  are  payable  to  her  estate; 

point  (whether  alone  or  in  conjunction  viving  spouse  (see  paragraph  (c)  of  this  dv)  Provide  that  interest  on  the  pre 

with  any  person)  are  considered  as  hav-  section) ;  and  ceeds  is  payable  to  W  for  life  and  upo 

ing  passed  from  the  decedent  to  the  (5)  In  case  of  a  controversy  involving  her  death  the  principal  amount  is  paj 
appointee  imder  his  exercise  of  the  the  decedent’s  will,  see  paragraph  (d)  able  to  her  estate;  or 

power,  or,  in  case  of  the  lapse,  release  or  of  this  section.  <v)  Provide  that  the  proceeds  « 

nonexercise  of  the  power,  as  having  *  payable  to  a  trustee  under  an  arrang( 

passed  from  the  decedent  to  the  taker  A  property  interest  Is  considered  as  pass-  ment  whereby  the  requirements  of  s© 

in  default  of  exercise.  ing  to  the  surviving  spouse  only  if  it  tion  2056  (b)  (5)  are  satisfied. 

(3)  The  dower  or  curtesy  Interest  (or  passed  to  her  as  beneficial  owner,  except  (c)  Effect  of  election  by  survfvb 

statutory  interest  in  lieu  thereof)  of  the  to  the  extent  otherwise  provided  in  spouse.  This  paragraph  contains  nil 
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«nlicable  the  surviving  spouse  may 
*S^tween  a  property  interest  offered 
fher  under  the  decedent’s  wiU  or  other 
"Jrument  and  a  property  interest  to 
she  is  otherwise  entitled  (such  as 
ft  ri^ht  in  the  decedent’s  estate, 

Sr  her  interest  pnder  community  prop- 
SrtY  laws)  of  which  adverse  disposition 
^  attempted, by  the  decedent  under 
the  will  or  other  instrument.  If  the  sur¬ 
viving  «)0use  elects  to  take  against  the 
^  or  other  instrument,  then  the  prop- 
^  interests  offered  thereunder  are  not 
^dered  as  having  “passed  from  the 
^^ent  to  his  surviving  spouse’’  and  the 
dower  of  ^her  property  interest  retained 
by  her  Is  considered  as  having  so  passed 
(d  it  otherwise  so  qualifies  under  this 
lection).  If  the  surviving  spouse  elects 
to  take  under  the  will  or  other  instru¬ 
ment;  then  the  dower  or  other  property 
interest  relinquished  by  her  is  not  con- 
ildered  as  having  “passed  from  the  dece¬ 
dent  to  his  surviving  spouse’’  (irrespec¬ 
tive  of  whether  it  otherwise  comes  within 
the  definition  stated  in  paragraph  (a)  of 
this  section)  and  the  interest  taken 
under  the  will  or  other  instrument  is 
considered  as  having  so  passed  (if  it 
otherwise  so  qualifies) .  As  to  the  valua¬ 
tion  of  the  property  interest  taken  under 
the  will  or  other  instrument,  see  para¬ 
graph  (b)  of  §  20.2056  (b)— 4. 

(d)  Will  contests.  (1)  If  as  a  result 
of  a  controversy  involving  the  decedent’s 

or  involving  any  bequest  or  devise 
thereunder,  his  surviving  spouse  assigns 
or  surrenders  a  property  interest  in  set¬ 
tlement  of  the  controversy,  the  interest 
so  assigned  or  surrendered  is  not  consid¬ 
ered  as  having  “passed  from  the  dece¬ 
dent  to  his  surviving  spouse.’’ 

(2)  If  as  a  result  of  the  controversy  in¬ 
volving  the  decedent’s  will,  or  involving 
any  bequest  or  devise  thereunder,  a  prop¬ 
erty  interest  is  assigned  or  surrendered 
to  the  surviving  spouse,  the  interest  so 
acquired  will  be  regarded  as  having 
“passed  from  the  decedent  to  his  sur¬ 
viving  spouse’’  only  if  the  assignment  or 
surrender  was  a  bona  fide  recognition  of 
.  enforceable  rights  of  the  surviving  spouse 
in  the  decedent’s  estate.  Such  a  bona 
fide  recognition  will  be  presumed  where 
the  assignment  or  surrender  was  pur¬ 
suant  to  a  decision  of  a  local  court  upon 
the  merits  in  an  ^versary  proceeding 
following  a  genuine  and  active  contest. 
However,  such  a  decree  will  be  accepted 
(mly  to  the  extent  that  the  court  passed 
upon  the  facts  upon  which  deductibility 
of  the  property  interests  depends.  If 
the  assignment  or  surrender  was  pur¬ 
suant  to  a  decree  rendered  by  consent,  or 
pursuant  to  an  agreement  not  to  contest 
the  will  or  not  to  probate  the  will,  it  will 
not  necessarily  be  accepted  as  a  bona 
fide  evaluation  of  the  rights  of  the  spouse. 

(e)  Survivorship.  If  the  order  of 
deaths  of  the  decedent  and  his  spouse 
cannot  be  established  by  proof,  a  pre¬ 
sumption  (whether  supplied  by  local  law, 
the  decedent’s  will,  or  otherwise)  that 
the  decedent  was  survived  by  his  spouse 
will  be  recognized  as  satisfying  para¬ 
graph  (b)  (1)  of  §  20.2056  (a)-l,  but  only 
to  the  extent  that  it  has  the  effect  of 
giving  to  the  spouse  an  interest  in  prop¬ 
erty  includible  in  her  gross  estate  xmder 
part  in  of  subchapter  A  of  chapter  11. 


Under  these  circumstances,  if  an  estate 
tax  return  is  required  to  be  filed  for  the 
estate  of  the  decedent’s  spouse,  the  mar¬ 
ital  deduction  will  not  be  allowed  hi  the 
final  audit  of  the  estate  tax  return  of 
the  decedent’s  estate  with"  respect  to  any 
property  interest  which  has  not  been 
finally  determined  to  be  includible  in  the 
gross  estate  of  his  spouse. 

§  20.2056  (e)  -3  Marital  deduction; 
definition  of  "passed  from  the  decedent 
to  a  person  other  than  his  surviving 
spouse".  'The  expression  “passed  from 
the  decedent  to  a  person  other  than  his 
surviving  spouse’’  refers  to  any  property 
interest  which,  under  the  definition 
stated  in  §  20.2056  (e)-l  is  considered  as 
having  “passed  from  the  decedent’’  and 
which  imder  the  rules  referred  to  in 
§  20.2056  (e)-2  is  not  considered  as  hav¬ 
ing  “passed  from  the  decedent  to  his 
surviving  spouse.”  Interests  which 
passed  to  a  person  other  than  the  sur¬ 
viving  spouse  include  interests  so  pac¬ 
ing  under  the  decedent’s  exercise,  re¬ 
lease,  or  nonexercise  jot  a  nontaxable 
power  to  appoint.  It  is  immaterial 
whether  the  property  interest  which 
passed  from  the  decedent  to  a  person 
other  than  his  surviving  spouse  is  in¬ 
cluded  in  the  decedent’s  gross  estate. 
The  term  “person  other  than  his  sur¬ 
viving  spouse”  includes  the  possible  un¬ 
ascertained  takers  of  a  property  inter¬ 
est,  as,  for  example,  the  members  of  a 
class  to  be  ascertained  in  the  future.  As 
another  example,  assume  that  the  de¬ 
cedent  created  a  power  of  appointment 
over  a  property  interest,  which  does  not 
come  within  the  purview  of  §  20.2056 
(b)-5  or  §  20.2056  (b)-6.  In  such  a  case, 
the  term  “person  other  than  his  surviv¬ 
ing  spouse”  refers  to  the  possible  ap¬ 
pointees  and  possible  takers  in  default 
(other  than  the  spouse)  of  such  prop¬ 
erty  interest.  Whether  or  not  there  is 
a  possibility  that  the  “person  other  than 
his  surviving  spouse”  (or  the  heirs  or  as¬ 
signs  of  such  person)  may  possess  or  en¬ 
joy  the  property  following  termination 
or  failure  of  the  interest  therein  which 
passed  from  the  decedent  to  his  sur¬ 
viving  spouse  is  to  be  determined  as  of 
the  time  of  the  decedent’s  death. 

Estates  of  Nonresidents  Not  Citizens 

§  20.2101  Statutory  provisions;  tax 
imposed. 

Sec.  2101.  Tax  imposed — (a)  In  general. 
A  tax  computed  in  accordance  with  the  table 
contained  in  section  2001  is  hereby  Imposed 
on  the  transfer  of  the  taxable  estate,  deter¬ 
mined  as  provided  in  section  2106,  uf  every 
decedent  nonresident  not  a  citizen-  of  the 
United  States  dying  after  the  datq  of  enact¬ 
ment  of  this  title. 

(b)  Property  held  by  alien  property  cus~ 
todian.  For  taxes  in  connection  with  prop¬ 
erty  or  interests  transferred  to  or'  vested  in 
the  Alien  Property  Custodian,  see  section  36 
of  the  Trading  With  the  Enemy  Act,  as  added 
.  by  the  act  of  August  8,  1946  (  60  Stat.  929; 
6(rU.  S.  C.  App.  36). 

§  20.2101-1  Estates  of  nonresidents 
not  citizens;  tax  imposed.  Section  3101 
imposes  a  tax  on  the  transfer  of  the 
taxable  estate  of  a  nonresident  who  was 
not  a  citizen  of  the  United  States  at  the 
time  of  his  death.  The  tax  is  computed 
at  the  same  rates  as  the  tax  which  is 


imposed  on  the  transfer  of  the  taxable 
estate  of  a  citizen  or  resident  of  the 
United  States.  See  section  2001. '  For  a 
general  description  of  the  method  to  be 
used  in  determining  the  net  estate  tax 
payable  in  the  pase  of  an  estate  of  a  non¬ 
resident  not  a  citizen,  see  paragraph  (c) 
of  S  20.0-2.  For  the  meanings  of  the 
terms  “resident”,,  “nonresident,”  and 
“United  States,”  see  paragraph  (b)  (1) 
and  (2)  of  §  20.0-1.  For  the  presump¬ 
tion  applying  to  the  residence  of  mis¬ 
sionaries,  see  section  2202.  For  the  lia¬ 
bility  of  the  executor  for  payment  of  the 
tax,  see  section  2002. 

§  20.2102  Statutory  jirovisions;  credits 
against  tax. 

Sec.  2102.  Credits  against  tax.  The  tax 
imposed  b^  section  2101  ehaU  be  credited  with 
the  amounts  determined  in  accordance  with 
sections  2011  to  2013,  Incliisive  (relating  to 
State  death  taxes,  gift  tax,  and  tax  on  prior 
transfers). 

§  20.2102-1  Estates  of  nonresidents 
not  citizens;  credits  against  tax.  In  ar¬ 
riving  at  the  net  esta1;e  tax  payable  with 
respect  to  the  transfer  of  an  estate  of  a 
nonresident  who  was  not  a  citizen  of  the 
United  States  at  the  time  of  his  death, 
the  following  credits  are  subtracted  from 
the  tax  imposed  by  section  2101 : 

(a)  The  State  death  tax  credit  under 
section  2011; 

(b)  The  gift  tax  credit  under  section 
2012;  and 

(c)  The  credit  for  tax  on  prior  trans¬ 
fers  under  section  2013. 

The  amouiit  of  each  of  these  credits  is 
determined  in  the  same  manner  as  that 
prescribed  for  its  determination  in  the 
estates  of  citizens  and  residents  of  the 
United  States.  See  §§  20.2011-1  through 
20.2013-6.  The  provisions  of  sections 
2015  and  2016,  relating  respectively  to  the 
credit  for  death  taxes  on  remainders  and 
the  recovery  of  taxes  claimed  as  a  credit, 
are  applicable  with  respect  to  the  credit 
for  State  death  taxes  in  the  case  of  tiie 
estates  of  nonresidents  not  citizens. 
However,  the  credit  for  foreign  death 
taxes  under  section  2014  is  not  allowed. 

§  20.2103  Statutory  provisions;  defi¬ 
nition  of  gross  estate. 

Sec.  2103.  Definition  of  gross  estate.  For 
the  purpose  of  the  tax  Imposed  by  section 
2101,  the  value  of  the  gross  estate  of  every 
decedent  nonresident  not  a  citizen  of  the 
Uifited  States  shaU  be  that  part  of  his  gross 
estate  (determined  as  provided  In  section 
2031)  which  at  the  time  of  his  death  is 
situated  in  the  United  States, 

§  20.2103-1  Estates  of  nonresidents 
not  citizens;  "entire  gross  estate."  ''The 
“entire  gross  estate”  wherever  situated 
of  a  nonresident  who  wsis  not  a  citizen 
of  the  United  States  at  the  time  of  his 
death  is  made  up  ih  the  same  way  as  the 
“gross  estate”  of  a  citizen  or  resident  of 
the  United  States.  See  §§  20.2031-1 
through  20.2044-1.  As  in  the  case  of  a 
citizen  or  resident  of  the  United  States, 
it  does  not  include  real  property  situated 
outside  the  United  States.  However,  in 
the  case  of  a  nonresident  not  a  citizen, 
only  that  part  of  the  entire  gross  estate 
which  Is  situated  in  the  United  States  Is 
included  in  his  taxable  estate.  Th  fact, 
property  situated  outside  the  United 
States  need  not  be  disclosed  on  the  return 
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unlees  certain  deductions  are  claimed  or 
information  is  specifically  requested. 
See  §§  20.2i06-l  and  20.2106-2.  For  a 
description  of  property  considered  to  be 
situated  in  the  United  States,  see 
§  20.2104-1.  For  a  description  of  prop¬ 
erty  considered  to  be  situated  outside  the 
United  States,  see  §  20.2105-1. 

-§  20.2104  Statutory  provisions;  prop¬ 
erty  within  the  United  States. 

Sec.  2104.  Property  within  the  United 
States — (a)  Stock  in  corporation.  For  pur¬ 
poses  of  this  subchapter  shares  of  stock 
owned  and  held  by  a^  nonresident  not  a  citi¬ 
zen  of  the  United  States  shall  be  deemed 
property  within  the  United  States  only  if 
issued  by  a  domestic  corporation. 

(b)  Revocable  transfers  and  transfers  in 
contemplation  of  death.  For  piuposes  of 
this  subchapter,  any  property  of  which  the 
decedent  has  made  a  transfer,  by  trust  or 
otherwise,  within  the  meaning  of  sections 
2035  to  2038,  Inclusive,  shaU  be  deemed  to 
be  situated  in  the  United  States,  if  so  situ¬ 
ated  either  at  the  time  of  the  transfer  or  at 
the  time  of  the  decedent’s  death. 

§  20.2104-1  Estates  of  nonresidents 
not  citizens;  property  within  the  United 
States — (a)  Jn  general.  Property  of  a 
nonresident  who  was  not  a  citizen  of  the 
United  States  at  the  time  of  his  death  is 
considered  to  be  situated  in  the  United 
States  if  it  Is — 

(1)  Real  property  located  in  the  United 
States. 

(2)  Tangible  personal  property  located 
in  the  United  States,  except  certain 
works  of  art  on  loan  for  exhibition  (see 
paragraph  (b)  of  §  20.2105-1). 

(3)  Written  evidence  of  intangible  per¬ 
sonal  property  which  is  treated  as  being 
the  property  itself,  such  as  a  bond  for 
the  payment  of  money,  if  it  is  physically 
located  in  the  United  States,  except  ob¬ 
ligations  of  the  United  States  (but  not 
Its  instrumentalities)  issued  before 
March  1,  1941,  if  the  decedent  was  not 
engaged  in  business  in  the  United  States 
at  the  time  of  his  death. 

(4)  Except  as  "specifically  provided 
otherwise  in  this  section  or  in  §  20.2105-1, 
intangible  personal  property  the  written 
evidence  of  which  is  not  treated  as  be¬ 
ing  the  property  itself,  if  it  is  issued  by 
or  enforceable  against  a  resident  of  the 
United  Stat^  or  a  domestic  corporation 
or  governmental  imit. 

(5)  Shares  of  stock  issued  by  a  domes¬ 
tic  corporation,  regardless  of  the  location 
of  the  certificates. 

(6)  Moneys  deposited  in  the  United 
States  by  or  for  the  decedent  with  any 
person  carrying  on  the  banking  business, 
if  the  decedent  was  engaged  in  business 
in  the  United  States  at  the  time  of  his 
death. 

(b)  Transfers.  Property  of  which  the 
decedent  has  made  a  transfer  taxable 
under  sections  2035  through  2038  is 
deemed  to  be  situated  in  the  United 
States  if  it  is  determined,  under  the 
provisions  of  paragraph  (a)  of  this  sec¬ 
tion,  to  be  so  situated  either  at  the  time 
of  the  transfer  or  at  the  time  of  the 
decedent’s  death.  See  §§  20.2035-1 
through  20.2038-1.  ' 

(c)  Death  tax  convention.  It  should 
be  noted  that  the  situs  rules  described 
in  this  section  may  be  modified  for  vari¬ 
ous  purposes  under  the  provisions  of  an 
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applicable  death  tax  convention  with  a 
foreign  country. 

§  20.2105  Statutory  provisions;  prop¬ 
erty  without  the  United  States. 

Sec.  2105.  Property  without  the  United 
States — (a)  Proceeds  of  life  insurance.  For 
purposes  of  this  subchapter,  the  amount  re¬ 
ceivable  as  insurance  on  the  life  of  a  non¬ 
resident  not  a  citizen  of  the  United  States 
shall  not  be  deemed  property  within  the 
United  States. 

(b)  Bank  deposits.  For  purposes  of  this 
Bubchapter,  any  moneys  deposited  with  any 
person  carrying  on  the  banking  business,  by 
or  for  a  nonresident  not  a  citizen  of  the 
United  States  who  was  not  engaged  in  busi¬ 
ness  in  the  United  States  at  the  time  of  his 
death  shall  not  be  deemed  property  within 
the  United  States. 

(c)  Works  of  art  on  loan  for  exhibition. 
For  purposes  of  this  subchapter,  works  of 
art  owned  by  a  nonresident  not  a  citizen  of 
the  United  States  shall  not  be  deemed  prop¬ 
erty  within  the  United  States  if  such  works 
of  art  are — 

(1)  Imported  into  the  United  States  solely 
for  exhibition  purposes, 

(2)  Loaned  for  such  purposes,  to  a  public 
gallery  or  museum,  no  part  of  the  net  earn¬ 
ings  of  which  intires  to  the  benefit  of  any 
private  stockholder  or  Individual,  and 

(3)  At  the  time  of  the  death  of  the  owner, 
on  exhibition,  or  en  route  to  or  from  exhi¬ 
bition,  in  such  a  public  gallery  or  museum. 

§-20.2105-1  Estates  of  nonresidents 
not  citizens;  property  without  the  United 
States.  Property  of  a  nonresident  who 
was  not  a  citizen  of  the  United  States  at 
the  time  of  his  death  is^onsidered  to  be 
situated  outside  the  United  States  if  it 
is " ' 

(a)  Tangible  personal  property  lo¬ 
cated  outside  the  United  States. 

(b)  Works  of  art  owned  by  the  de¬ 
cedent  if  they  were — 

(1)  Imported  into  the  United  States 
solely  for  exhibition  purposes, 

(2)  Loaned  for  those  purposes  to  a 
public  gallery  or  museum,  no  part  of  the 
net  earnings  of  which  inures  to  the  bene¬ 
fit  of  any  private  shareholder  or  indi¬ 
vidual,  and 

(3)  At  the  time  of  the  death  of  the 
owner,  on  exhibition,  or  en  route  to  or 
from  exhibition,  in  such  a  public  gallery 
or  museum. 

(c)  Written  evidence  of  intangible 
personal  property  which  is  treated  as  be-  ' 
ing  the  property  itself,  such  as  a  bond 
for  the  payment  of  money,  if  it  is  not 
physically  located  in  the  United  States. 

(d)  Obhgations  of  the  United  States 
issued  before  March  1, 1941,  even  though 
physically  located  in  the  United  States, 
if  the  decedent  was  not  engaged  in  busi¬ 
ness  in  the  United  States  at  the  time  of 
his  death. 

(e)  Except  as  specifically  provided 
otherwise  in  this  section  or  in  §  20.2104-1, 
Intangible  personal  property  the  written 
evidence  of  which  is  not  treated  as  be¬ 
ing  the  property  itself,  if  it  is  not  issued 
by  or  enforceable  against  a  resident  of 
the  United  States  or  a  domestic  corpo¬ 
ration  or  governmental  unit. 

(f )  Shares  of  stock  issued  by  a  corpo¬ 
ration  which  is  not  a  domestic  corpora¬ 
tion,  regardless  of  the  location  of  the 
certificates. 

(g)  Amounts  receivable  as  insurance 
on  the  decedent’s  life. 


(h)  Moneys  deposited  In  the  Unh^ 

States  by  or  for  the  decedent  with  iS 
person  carrying  on  the  banking  busiiS 
if  the  decedent  was  not  engaged  tobn? 
ness  in  the  United  States  at  the  tim!^ 
his  death.  ^ 

§  20.2106  Statutory  provisions' ti,, 

able  estate.  >  ' 

Sec.  2106.  Taxable  estate — (a) 
of  taxable  estate.  For  purposes  ot  theS 
Imposed  by  section  2101,  the  value  of  ^ 
taxable  estate  of  every  decedent  nonre8i(W 
not  a  citizen  of  the  United  States  sha^ 
determined  by  deducting  from  the  valuer 
that  part  of  his  grdss  estate  which  at 
time  of  his  death  is  situated  in  the 
States— 

(1)  Expenses,  losses,  indebtedness,  and 
taxes.  That  proportion  of  the  deduriHom 
specified  in  sections  2053  and  2054  (other 
than  the  deductions  described  in  the  follow- 
Ing  sentence)  which  the  value  of  such  part 
bears  to  the  value  of  his  entire  gross  — *-ttL 
wherever  situated.  Any  deduction  allowj 
under  section  2053  in  the  case  of  a  dain 
against  the  estate  which  was  founded  oa  % 
promise  or  agreement  but  was  not  contract«( 
for  an  adequate  and  full  consideration  in 
money  or  money’s  worth  shall  be  allovilDi 
under  this  paragraph  to  the  extent  th^  It 
would  be^  allowable  as  a  deduction 
paragraph'  (2)  If  such  promise  or  agreemeitt 
constituted  a  bequest. 

(2)  'Transfers  for  public,  charitable,  esd 
religious  uses — (A)  In  general.  ’The 

of  all  bequests,  legacies,  devises,  or  traai- 
fers  (including  the  interest  which  falls  into 
any  such  bequest,  legacy,  devise,  or  trans¬ 
fer  as  a  result  of  an  Irrevocable  dlsclalaci 
of  a  bequest,  legacy,  devise,  transfer,  or 
power,  if  the  disclaimer  is  made  before  the 
date  prescribed  for  the  filing  of  the  estate 
tax  return) —  * 

(i)  To  or  for  the  use  of  the  United  States, 
any  State,  Territory,  any  political  subdivision 
thereof,  or  the  District  of  Columbia,  for  ei< 
clusively  public  purposes; 

(ii)  To  or  for  the  use  of  any  domestte 
corporation  organized  and  operated  excln- 
sively  for.  religious,  charitable,  scientifle, 
literary,  or  educational  purposes.  Including 
the  encouragement  of  art  and  the  prevention 
of  cruelty  to  children  or  animals,  no  part 
of  the  net  earnings  of  which  inures  to  the 
benefit  of  any  private  stockholder  or  individ¬ 
ual,  and  no  substantial  part  of  the  activi¬ 
ties  of  which  is  carrying  on  propaganda,  «  ] 
otherwise  attempting,  to  Infiuence  legisls* 
tion;  or 

(ill)  To  a  trustee  or  trvistees,  or  a  fraternal 
■  society,  order,  or  association' operating  under 
the  lodge  system,  but  only  if  such  contri¬ 
butions  or  gifts  are  to  be  used  within  the 
United  States  by  such  trustee  or  trustees,  or 
by  such  fraternal  society,  order,  or  aseacla* 
tion,  exclusively  for  rellgiovis,  charitaUi, 
scientific,  literary,  or  educational  piirpoaea, 
or  for  the  prevention  of  cruelty  to  children 
or  animals,  and  no  substantial  part  of  the 
activities  of  such  trustee  or  trustees,  or  (rf 
such  fraternal  society,  order,  or  association, 
Is  carrying  on  propaganda,  or  otherwise  at* 
tempting,  to  Influence  legislation. 

(B)  Powers  of  appointment.  Property  in¬ 
cludible  in  the  decedent’s  gross  estate  under 
section  2041  (relating  to  powers  of  iq)point- 
ment)  received  by  a  donee  described  in  thh 
paragraph  shall,  for  purposes  of  this  para¬ 
graph,  be  considered  a  bequest  of  such 
decedent. 

(C)  Death  taxes  payable  out  of  bequests. 
If  the  tax  Imposed  by  section  2101,  or  any 
estate,  succession,  legacy,  or  inherltan® 
taxes,  are,  either  by  the  terms  of  the  will, 
by  the  law  of  the  Jurisdiction  undw  whl<* 
the  estate  is  administered,  or  by  the  law  of 
•the  Jurisdiction  imposing  the  particiilar  tax, 
payable  in  whole  or  in  part  out  of  the  ha* 
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*1-  parajsrupu,  bueu  mo  tuuuuuv  ^ 

under  this  paragraph  shall  be  the 
of  such  bequests,  legacies,  or  devises 
HSucrf  by  amount  of  such  taxes. 

on  deduction.  The  amount 

the  deduction  under  this  paragraph  for 
**  transfer  shall  not  exceed  the  value  of 
SI  transferred  property  required  to  be 
ScludeiMn  the  gross  estate. 

tB)  Dita^owance  pf  deductions  in  certain 
For  disallowance  of  certain  charitable, 
*t^deductlons  otherwise  allowable  under 
paragraph,  see  sections  504  and  681. 

(F)  Other  cross  references.  (1)  For  op¬ 
tion  as  to  time  for  valuation  for  purpose  of 
Junction  under  this  paragraph,  see  section 

**(2)  For  exemption  of  bequests  to  or  for 
benefit  of  Library  of  Congress,  see  section 
K  of  the  act  of  March  3,  1925,  as  amended 
(MStat.  765;  2  U.  S.  C.  161). 

'  (3)  Fbr  construction  of  bequests  for  bene- 

of  the  library  of  the  Post  O^ce  Department 
II  bequests  to  or  for  the  \ise  of  the  United 
States,  see  section  2  of  the  act  of  August  8, 
]94Q  (60  Stat.  924;  5  U.  S.  C.  393). 

(4)  For  exemption  of  bequests  for  bene¬ 
fit  of  Omce  of  Naval  Records  and  Library, 
KsTT  Department,  see  section  2  of  the  aOt 
of  March  4,  1937  (50  Stat.  25;  6  U.  S.  C. 
410b). 

(6)  For  exemptlcn  of  bequests  to  or  for 
benefit  of  National  Park  Service,  see  section 
6  of  the  act  of  July  10,  1935  (49  Stat.  478; 
16U.S.C.  19c). 

(6)  For  construction  of  devises  or  bequests 
accepted  by  the  Secretary  of  State  under  the 
Foreign  Service  Act  of  1946  as  devises  or  be¬ 
quests  to  or  for  the  tise  of  the  United  States, 
see  section  1021  (e)  of  that  act  (60  Stat. 
1(62;  22  U.  S.  C.  809) . 

(7)  For  construction  of  gifts  or  bequests 
of  mohey  accepted  by  the  Attorney  General 
for  credit  to  “Commissary  Funds,  Federal 
Prisons”  as  gifts  or  bequests  to  or  for  {he 
use  of  the  United  States,  see  section  2  of  the 
act  of  May  15,  1952,  66  Stat.  73,  as  amended 
by  the  act  of  July  9,  1952,  66  Stat.  479  (31 
U.  8.  C.  7258-4). 

'  (8)'  For  payment  of  tax  on  bequests  of 
Unltkl  States  obligations  to  the  United 
States,  see  section  24  of  the  Second  Liberty 
Bond  Act,  as  amended  (59  Stat.  48,  §  4;  31 
U.S.C.757e). 

(9)  For  construction  of  bequests  for  bene¬ 
fit  of  or  use  in  connection  with  the  Naval 
Academy  as  bequests  to  or  for  the  use  of  the 
United  States,  see  section  3  of  the  Act  of 
Manfii  31,  1944  (58  Stat.  135;  34  U.  S.  C. 
1115b). 

(10)  For  exemption  of  bequests  for  bene¬ 
fit  of  Naval  Academy  Museum,  see  section 
4  of  the  Act  of  March  26,  1938  (52  Stat.  119; 
84U.S.C.1119). 

(11)  For  exemption  of  bequests  received" 
by  National  Archives  Trust  Fund  Board,  see 
lectlon  7  of  the  National  Archives  Trust 
Fund  Board  Act  (55  Stat.  682;  44  U.  S.  C. 
SOOgg). 

(3)  Exemption.  An  exemption  of  $2,000. 

(b)  Condition  of  allowance  of  deductions. 
No  deduction  shall  be  allowed  under  para¬ 
graphs  (1)  and  (2)  of  subsection  (a)  in  the 
case  of  a  nonresident  not  a  citizen  of  the 
United  States  unless  the  executor  includes 
in  the  return  required  to  be  filed  under  sec¬ 
tion  6018  the  value  at  the  time  of  his  death 
of  that  part  of  the  gross  estate  of  such  non¬ 
resident  not  situated  in  the  United  States. 

(c)  United  States  bonds.  For  purposes 
of  section  2103,  the  value  of  the  gross  estate 
(determined  as  provided  in  section  2031)  of 
a  decedent  who  was  not  engaged  In  bvisiness 
in  the  United  States  at  the  time  of  his 
death — 

(1)  Shan  not  Include  obligations  Issued  by 
the  United  States  before  March  1,  1941;  and. 

(2)  Shall  Include  obligations  Issued  by  the 
United  States  on  or  after  March  1,  1941. 


Exemption 


Taxable  estate.. _ .... _ _  143, 000 

For  the  manner  of  computing  the  tax  on  the 
taxable  estate,  see  S  20.2001-2. 

Miscellaneous 

§  20.2201  Statutory  provisions;  mem- 
bers  of  the  Armed  Forces  dying  during 
an  induction  period. 

Sec.  2201.  Members  of  the  Armed  Forces 
dying  during  an  induction  period.  Thd  ad¬ 
ditional  estate  tax  as  defined  in  section 
2011  (d)  shall  not  apply  to  the  transfer  of 
the  taxable  estate  of  a  citizen  or  resident  of 
the  United  States  dying  during  an  ihducMon 
period  (as  defined  in  sec.  112  (c)  (5) ),  while 
in  active  service  as  a  member  of  the  Armed 
Forces  of  the  United  States,  if  such  dece¬ 
dent — 

(1)  Was  killed  in  action  while  serving  in 
a  combat  zone,  as  determined  under  section 
112  (c) ;  or 

(2)  Died  as  a  result  of  wounds,  disease,  or 
injiury  suffered,  while  serving  in  a  combat 
zone  (as  determined  tinder  section  112  (o)), 
and  while  in  line  of  duty,  by  reason  of  a 
hazard  to  which  he  was  subjected  as  an  h\Bi- 
dent  of  such  service. 
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S  20.2201-4  Members  of  the  Armed 
Forces  dying  during  an  induction  pe¬ 
riod.  (a)  The  additional  estate  tax  as 
defined  in  section  2011  (d)  does  not  apply 
to  the  transfer  of  the  taxable  estate  of 
a  citizen  or  resident  of  the  United  States 
dying  during  an  induction  period  as  de¬ 
fined  in  section  112  (c)  (5)  (see  para¬ 
graph  (b)  of  this  section)  and  while  in 
active  service  as  a  member  of  the  Armed 
Forces  of  the  United  States,  if  the  de¬ 
cedent — 

(1)  Was  killed  in  action  while  serving 
in  a  combat  zone,  as  determined  under 
section  112  (c)  (2)  and  (3)  (see  para¬ 
graph  (c)  of  this  section) ,  or 

(2)  Died  as  a  result  of  wounds,  dis¬ 
ease,  or  injury  suffered  while  serving  in 
such  a  combat  zone  and  while  in  line  of 
duty,  by  reason  of  a  hazard  to  which  he 
was  subject  as  an  incident  of  such 
service. 

(b)  Section  112  (c)  (5)  defines  the 
term  “induction  period”  as  meaning  any 
period  during  which  individuals  are 
liable  for  induction,  for  reasons  other 
than  prior  deferment,  for  training  and 
service  in  the  Armed  Forces  of  the  United 
States. 

(c)  Section  112  (c)  (2)  and  (3)  pro¬ 
vides  that  service  is  performed  in  a  com¬ 
bat  zone  only — 

(1)  If  it  is  performed  in  an  area  which 
the  President  of  the  United  States  has 
designated  by  Executive  order  for  pur¬ 
poses  of  section  112  (c)  as  an  area  in 
which  the  Armed  Forces  of  the  United 
■States  are,  or  have,  engaged  in  combat, 
and 

(2)  If  it  is  performed  on  or  after  the 
date  designated  by  the  President  by  Ex¬ 
ecutive  order  as  the  date  of  the  com¬ 
mencing  of  combatant  activities  in  such 
zone  and  on  or  before  the  date  desig¬ 
nated  by  the  President  by  Executive  or¬ 
der  as  the  date  of  termination  of  com¬ 
batant  activities  in  such  zone. 

(d)  If  the  official  record  of  the  branch 
of  the  Armed  Forces  of  which  the  dece¬ 
dent  was  a  member  at  the  time  of  his 
death  states  that  the  decedent  was 
killed  in  action  while  serving  in  a  com¬ 
bat  zone,  or  that  death  resulted  from 
wounds  or  injuries  received  or  disease 
contracted  while  in  line  of  duty  in  a  com- 
bat  zone,  this  fact  shall,  in  the  absence 
of  evidence  establishing  to  the  contrary, 
be  presumed  to  be  established  for  the 
purposes  of  the  exemption.  Moreover, 
wounds,  injuries  or  disease  suffered  while 
in  line  of  duty  will  be  considered  to 
have  been  caused  by  a  hazard  to  which 
the  decedent  was  subjected  as  an  inci¬ 
dent  of  service  as  a  member  of  the 
Armed  Forces,  unless  the  hazard  which 
caused  the  wounds,  injuries,  or  disease 
was  clearly  unrelated  to  such  service. 

(e)  A  person  was,  in  active  service  as 
a  member  of  the  Armed  Forces  of  the 
United  States  if  he  was  at  the  time  of 
his  death  actually  serving  in  such 
forces.  A  member  of  the  Armed  Forces 
in  active  service  in  a  combat  zone  who 
thereafter  becomes  a  prisoner  of  war  or 
missing  in  action,  and  occupies  such 
status  at  death  or  when  the  wounds,  dis¬ 
ease,  or  Injury  resulting  in  death  were 
incurred,  is  considered  for  purposes  of 
this  section  as  serving  in  a  combat  zone. 


RUL€S  AND  REGULATIONS 

(f)  Ihe  exemption  from  tax  granted 
by  section  2201  does  not  apply  to  the 
basic  estate  tax  as  defined  in  section 
2011  (d). 

§  20.2202  Statutory  provisions;  mis¬ 
sionaries  in  foreign  service. 

Sec.  2202.  Missionaries  in  foreign  service. 
Missionaries  duly  commissioned  and  serving 
under  boards  of  foreign  missions  of  the  vari¬ 
ous  religious  denominations  in  the  United 
States,  dying  while  in  the  foreign  missionary 
service  of  such  boards,  shall  not,  by  reason 
merely  of  their  intention  to  permanently 
•remain  in  such  foreign  service,  be  deemed 
nonresidents  of  the  United  States,  but  shall 
be  presumed  to  be  residents  of  the  State,  the 
District  of  Columbia,  Alaska,  or  Hawaii 
wherein  they  respectively  resided  at  the  time 
of  their  commission  and  their  departure  for 
such  foreign  service. 

§  20.2202-1  Missionaries  in  foreign 
service.  Section  2202  provides  that  a 
duly  commissioned  missionary,  dying 
while  in  foreign  missionary  service  under 
a  board  of  foreign  missions  of  a  religious 
denomination  in  the  United  States,  is 
presumed  to  have  retained  a  United 
States  residence  (see  paragraph  (b)  (1) 
of  §  20.0-1)  held  at  the  time  of  his  com¬ 
mission  and  departure  for  foreign  serv¬ 
ice,  in  the  absence  of  relevant  facts  other 
than  his  intention  to  remain  perma¬ 
nently  in  such  foreign  service. 

§  20.2203  Statutory  provisions;  defini¬ 
tion  of  executor. 

Sec.  2203.  Definition  of  executor.  The 
term  "executor”  wherever  it  is  used  in  this 
title  in  connection  with  the  estate  tax  im¬ 
posed  by  this  chapter  means  the  executor 
or  administrator  of  the  decedent,  or,  if  there 
is  no  executor  or  administrator  appointed, 
‘qualified,  and  acting  within  the  United 
States,  then  any  person  in  actual  or  con¬ 
structive  possession  of  any  property  of  the 
decedent.  v 

§  20.2203-1  Definition  of  executor. 
The  term  “executor”  means  the  executor 
or  administrator  of  the  decedent’s  estate. 
However,  if  there  is  no  executor  or  ad¬ 
ministrator  appointed,  qualified  and  act¬ 
ing  within  the  United  States,  the  term 
means  any  person  in  actual  or  construc¬ 
tive  possession  of  any  property  of  the 
decedent.  The  term  “person  in  actual 
or  constructive  possession  of  any  prop¬ 
erty  of  the  decedent’^  includes,  among 
others,  the  decedent’s  agents  and  repre¬ 
sentatives;  safe-deposit  companies,  ware¬ 
house  companies,  and  other  custodians 
of  property  in  this  country;  brokers  hold¬ 
ing,  as  collateral,  securities  belonging  to 
the  decedent;  and  debtors  pf  the  dece¬ 
dent  in  this  country. 

§  20.2204  Statutory  provisions;  dis¬ 
charge  of  executor  from  personal  lia¬ 
bility. 

Sec.  2204.  Discharge  of  executor  from  per¬ 
sonal  liability.  If  the  executor  makes  writ¬ 
ten-application  to  the  Secretary  or  his  dele¬ 
gate  for  determination  of  the  amount  of  the 
tax  and  discharge  from  personal  liability 
therefor,  the  Secretary  or  his  delegate  (as 
soon  as  possible,  and  in  any  event  within  1 
year  after  the  making  of  such  application, 
or,  if  the  application  Is  made  before  the 
return  is  filed,  then  within  1  year  after  the 
return  is  filed,  but  not  after  the  expiration 
of  the  period  prescribed  for  the  assessment 
of  the  tax  in  section  6501)  shall  notify  the 
executor  of  the  amount  of  ithe  tax.  The 


executor,  on  payment  of  the  amount  of  whui.  ' 
he  is  notified,  shall  be  discharged  from 
sonal  liability  for  any  deficiency  in  tax th**** 
after  found  to  be  due  and  shall  be  eno^ 
to  a  receipt  or  writing  showing  such  dS 
charge. 

.  §  20.2204-1  Discharge  of  czccttfr* 
from  personal  liability.  The  execute 
of  a  decedent’s  estate  may  make  writte 
application  to  the  district  director  te 
the  district  in  which  the  estate  tax 
turn  is  filed  for  a  determination  of  Si 
Federal  estate  tax  and  discharge  Ir^ 
personal  liability  therefor.  Within  ^ 
year  after  receipt  of  the  application  m 
if  the  application  is  made  before  ’the 
return  is  filed  then  within  one  year  after 
the  return  is  filed,  the  executor  will  be 
notified  of  the  amount  of  the  tax  an] 
upon  payment  thereof,  he  will  be  dial 
charged  from  personal  liability  for  any 
deficiency  in  the  tax  thereafter  foun^ 
be  due.  If  no  such  notification  is  r®. 
ceived,  the  executor  is  discharged  at  the 
end  of  such  one  year  period  from  per. 
sonal  liability  for  any  deficiency  the». 
after  found  to  be  due. 

§  20.2205  Statutory  provisions;  rein- 
■bursement  out  of  estate. 

Sec.  2205.  Reimbursement  out  of  estote, 

If  the  tax  or  any  part  thereof  Is  paid  by] 
or  collected  out  of,  that  part  o£*the  estate 
passing  to  or  in  the  possession  of  any  person 
other  than  the  executor  in  his  capacity  n 
such,  such  person  shall  be  entitled  to  reim* 
bursement  out  of  any  part  of  the  estate 
still  undistributed  or  by  a  just  and  equitable 
contribution  by  the  persons  whose  interest 
In  the  estate  of  the  decedent  would  have 
been  reduced  if  the  tax  had  been  paid  be. 
fore  the  distribution  of  the  estate  or  whose 
interest  is  subject  to  equal  or  prior  liability 
for  the  payment  of  taxes,  debts,  or  other 
charges  against  the  estate,  it  being  the  pur*  i 
pose  and  intent  of  this  chapter  that  so  fsr 
as  is  practicable  and  unless  otherwise  dl* 
rected  by  the  will  of  the  decedent  the  tai 
shall  be  paid  out  of  the  estate  before  its 
distribution. 

§  20.2205-1  Reimbursement  out  of 
estate.  If  any  portion  of  the  tax  is  paid 
by  or  collected  out  of  that  part  of  the 
estate  passing  to,  or  in  the  possession  (rf, 
any  person  other  than  the  duly  quaUfled 
executor  or  administrator,  that  person 
may  be  entitled  to  reimbursement,  either  * 
out  of  the  undistributed  estate  or  by 
contribution  from  other  beneficiaries 
,  whose  shares  or  interests  in  the  estate 
would  have  been  reduced  had  the  tax 
been  paid  before  distribution  of  the 
estate,  or  whose  shares  or  interests  are 
subject  either  to  an  equal  or  prior  liabil¬ 
ity  for  the  payment  of  taxes,  debts,  or 
other  charges  against  the  estate.  Fbt 
specific  provisions  giving  the  executor 
the  right  to  reimbursement  from  life  in¬ 
surance  beneficiaries  and  from  recipients 
of  property  over  which  the  decedent  had 
a  power  of  appointment,  see  sections 
2206  and  2207.  These  provisions,  how¬ 
ever,  are  not  designed  to  curtail  the  right 
of  the  district  director  to  collect  the  tax 
from  any  person,  or  out  of  any  property, 
liable  for  its  payment.  The  district  di¬ 
rector  cannot  be  required  to  apportion 
the  tax  among  the  persons  liable  nor  to 
enforce  any  right  of  reimbursement  or 
contribution. 
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Whenever  in  the  Judgment  of  the  Seoretary 
or  his  delegate  It  is  necessary,  he  may  require 
any  person,  by  notice  served  upon  such  per¬ 
son  or  by  regulations,  to  make  such  returns, 
render  such  statements,  or  keep  such  records, 
as  the  Secretary  or  his.delegate  deefns  suffl- 
cient  to  show  whether  cur  not  such  person  is 
liable  for  tax  under  this  title. 

§  20.6001-1  Persons  required  to  keep 

^ _  records  and  render  statements,  (a)  It 

Suuv^BUch  portion  of  the  total  tax  paid  the  duty  of  the  executor  to  keep  such 

proceeds  of  such  policies  bear  to  the  -  ■  .  -  -  - 

of  tUe  taxable  estate  and  the  amount  of 
^  exemption  allowed  in  computing  the 
estate,  determined  under  section 
If  there  is  more  than  one  such  bene- 
the  executor  shall  be  entitled  to  re- 
a^^from  such  beneficiaries  in  the  same 
rttlo.  In  the  case  of  such  proceeds  receivable 
k*  the  surviving  spouse  of  the  decedent  for 
ILch  a  deduction  is  allowed  under  section 
«068  (relating  to  marital  deduction),  this 
lection  not  apply  to  such  proceeds  ex- 
Mpt  as  to  the  amount  thereof  in  excess  of 
^  aggregate  amount  of  the  marital  de¬ 
ductions  allowed  under  such  section. 

S  20.2206-1  Liability  of  life  insurance 
lenefidaries.  With  respect  to  the  right 
flf  the  district  director  to  collect  the  tax 
without  regard  to  the  provisions  of  sec¬ 
tion  2206,  see  §  20.2205-li 

1 20.2207  Statutory  provisions;  liabil¬ 
ity  of  recipient  of  property  over  which 
iecedent  had  power  of  appointment. 

8ac.  2207.  Liability  of  recipient  of  prop¬ 
erty  over  which  decedent  had  power  of  ap¬ 
pointment.  Unless  the  decedent  directs 
ethwwlse  in  his  will,  if  any  part  of  the  gross 
estate  on  which  the  tax  has  been  paid  consists 
of  the  value  of  property  included  in  the 
gross  estate  under  section  2041,  the  executor 
be  entitled  to  recover  from  the  person 
receiving  such  property  by  reason  of  the  ex¬ 
orcist,  nonexercise,  or  release  of  a  power  of 
appointment  such  portion  of  the  total  tax 
paid  as  the  value  of  such  property  bears  to 
the  sum  of  the  taxable  estate  and  the 
amount  of  the  exemption  allowed  in  com¬ 
puting  the  taxable  estate,  determined  under 
section  2052,  or  section  2106  (a),  as  the  case 
may  be.  If  there  is  more  than  one  such 
person,  the  executor  shall  be  entitled  to  re¬ 
cover  from  such  persons  in  the  same  ratio. 

In  the  case  of  such  property  received  by  the 
surviving  spouse  of  the  decedent  for  which 
a  deduction  is  allowed  under  section  2056 
(relating  to  marital  deduction) ,  this  section 
shall  not  apply  to  such  prop>erty  except  as  to 
the  value  thereof  reduced  by  an  amount 
equal  to  the  excess  of  the  aggregate  amount 
qf  the  marital  deductions  allowed  under  sec¬ 
tion  2056  over  the  amount  of  proceeds  of 
insurance  upon  the  life  of  the  decedent  re¬ 
ceivable  by  the  surviving  spouse  for  which 
proceeds,  a  marital  deduction  is  allowed 
under  such  section. 

i  20.2207-1  Liability  of  recipient  of 
property  over  which  decedent  had  power 
of  appointment.  With  respect  to  the 
right  of  the  district  director  to  collect 
the  tax  without  regard  to  the  provisions 
of  section  2207,  see  §  20.2205-1. 

Procedure  and  Administration 

§  20.6001  Statutory  provisions;  notice 
or  regulations  requiring  records,  state¬ 
ments,  and  special  returns. 

Sic.  6001.  Notice  or  regulations  requiring 
records,  statements,  and  special  returns. 

*r®ry  person  liable  for  any  tax  Imposed  by 
tills  '4ttie,  or  for  the  collection  thereof,  shall 
keep  such  records,  render  such  statements, 
make  such  returns,  and  comply  with  such 
rules  and  regulations  as  the  Secretary  or  his 
delegate  may  from  time  to  time  prescribe. 
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oi  the  securities,  the  number  of  shares 
or  bonds  and  the  par  values  thereof, 

§  20.6011  Statutory  provisions;  gen¬ 
eral  requirement  of  return,  statement, 
or  list. 

Ssc.  6011.  General  requirement  of  return, 
statement,  or  list — (a)  Creneral  rule.  When 
required  by  regulations  prescribed  by  the 
Secretary  or  his  delegate  any  person  made 
liable  for  any  tax  imposed  by  this  title,  or 
for  the  collection  thereof,  shsdl  make  k  re¬ 
turn  or  statement  according  to  the  forms 
and  regulations  prescribed  by  the  Secretary 
or  his  delegate.  Every  person  required  to 
make  a  return  or  statement  shall  Include 
therein  the  information  required  by.  such 
forms  or  regulations. 


!OJi206  Statutory  provisions;  liabil- 
f  life  insurance  beneficiaries. 

2206.  Liability  of  life  insurance  bene- 
iu  Unless  the  decedent  directs  other- 
10*  his  will,  if  any  part  of  the  gross 

on  which  tax  has  been  paid  con- 
of  proceeds  of  policies  of  insurance  on 
Ife  the  decedent  receivable  by  a  bene- 
y  other  than  the  executor,  the  executor 
be  entitled  to  recover  from  such  bene- 


complete  and  detailed  records  of  the 
affairs  of  the  estate  for  which  he  acts  as 
will  enable  the  district  director  to  deter¬ 
mine  accurately  the  amount  of  the 
estate  tax  liability.  All  documents  and 
vouchers  used  in  preparing  the  estate 
tax  return  (§  20.6018-1)  shall  be  re¬ 
tained  by  the  executor  so  as  to  be  avail¬ 
able  for  inspection  whenever  required. 

(b)  In  addition  to  filing  a  preliminary 

notice  (see  §  20.6036-1)  and  an  estate 
tax  return  (see  §  20.6018-1) ,  the  executor 
shall  furnish  such  supplemental  data  as  §  20.6011-1  General  requirement  of 
may  be  necessary  to  establish  the  correct  return,  statement,  or  list — (a)  General 
estate  tax.  It  is  therefore  the  duty  of  the  rule.  Every  person  made  liable  for  any 
executor  (1)  to  furnish,  upon  request,  tax  Imposed  by  subtitle  B  of  the  Code 
copies  of  any  documents  in' his  posses-  shall  make  such  returns  or  statements  as 
sion  (or  on  file  in  any  court  having  are  required  by  the  regulations  In  this 
jurisdiction  over  the  estate)  relating  to  part.  The  return  or  statement  shall  in- 
the  estate,  appraisal  lists  of  any  items  elude  therein  the  information  required 
included  in  the  gross  estate,  copies  of  by  the  applicable  regulations  or  forms, 
balance  sheets  or  other  financial  state-  (b)  Use  of  prescribed  forms.  Copies 
ments  obtainable  by  him  delating  to  the  of  the  forms  prescribed  by  §5  20.6018-1 
value  of  stock,  and  any  other  informatiork  and  20.6036-1  ma;^  be  obtained  from  dis- 
obtainable  by  hin^  that  may  be  found  trict  directors.  The  fact  that  an  execu- 
necessary  in  the  determination  of  the  tor  has  not  been  furnished  with  copies 
tax,  and  (2)  to  render  any  written  state-  of  these  forms  will  not  excuse  from 
.ment,  containing  a  declaration  that  it  filing  a  preliminary  notice  or  m  airing  a 
is  made  under  penalties  .of  perjury, .of  return.  Application  for  a  form  Riia.ii  be 
facts  within  his  knowledge  which  the  made  to  the  district  director  in  ample 
district  director  may  require  for  the  pur-  time  for  the  executor  to  have  the  form 
pose  of  determining  whether  a  tax  lia-  prepared,  verified,  anrf  fiipfi  with  iiia  dis- 
bility  exists  and,  if  so,  the  extent  thereof,  trict  director  on  or  before  the  date  pre- 
Failure  to  comply  with  such  a  request  scribed  for  the  filing  thereof  (see 
will  rerider  the  executor  liable  to  pen-  §§  20.6071-1  and  20.6075-1).  The  exec- 
al ties  (see  section  7269) ,  and  proceedings  utor  shall  carefully  prepare  the  pre¬ 
may  be  instituted  in  the  proper  court  of  liminary  notice  and  the  return  so  as  1 3 
the  United  States  to  secure  compliance  set  forth  fully  and  clearly  the  data 
therewith  (see  section  76C4) .  called  for  therein.  A  preliminary  notice 

(c)  Persons  having  possession  or  con-  or  a  return  which  hym  not  been  so  pre- 
of  firiy  records  or  documents  con-  pared  will  not  be  accepted  as  meeting 

taining  or  supposed  to  contain  any  inf  or-  the  requirements  of  5§  20.6018—1  through 

mation  concerning  the  estate,  or  having  20.6018-4  and  §  20.6036-1. 

knowledge  of  or  information  about  any  ^  ^  ’  .  . 

fact  or  facts  which  have  a  material  bear-  §  20.6018  Statutory  provisions;  estate 

ing  upon  the  liability,  or  the  extent  of  returns. 

liability,  of  the  estate  for  the  estate  tax.  Sec.  6618.  Estate  tax  returns — (a)  Returns 
shall,  upon  request  of  the  district  di-  by  executor — (i)  (fitusens  or  residents.  In 
rector,  make  disclosure  thereof.  Failure  cases  where  the  gross  estate  at  the  death 

such  request  will  render  him  hable  to  estate  tax  imposed  by  subtitle  B. 
penalties  (section  7269) ,  and  compliance  ^2)  Nonresidents  not  citizens  of  the  united 
with  the  request  may  be  enforced  in  the  states,  in  the  case  of  the  estate  of  every 
proper  court  of  the  United  States  (sec-  nonresident  not  a  citlaen  of  the  United  states 
tion  7604) .  if  that  part  of  the  gross  estate  which  is  situ- 

(d)  Upon  notification  from  tfie  In-  ated  in  the  United  states  exceeds  $2,000,  the 
temal  Revenue  Service,  a  corporation 

(organized  or  created  in  the  United  Returns  by  beneficiaries,  if  the  ex- 

States)  or  its  transfer  agent  is  required  ecutor  is  unable  to  make  a  complete  return 
to  furnish  the  following  information  per-  as  to  any  part  of  the  gross  estate  of  the  de¬ 
taining  to  stocks  or  bonds  registered  in  cedent,  he  shall  include  in  his  return  a  de- 
the  name  of  a  nonresident  decedent  (re-  ecription  of  such  part  and  the  name  of  every 
gardless  of  citizenship) :  (1)  The  name  person  holding  a  legal  or  beneficial  interest 
of  the  decedent  as  registered;  (2)  the  notice  from  the  ^retary  or 

date  of  the  decedent’s  death  (3>  the 

decedent’s  residenee  and  his  place  of  “  to  "O'  part  of  the  gros. 

death;  (4)  the  names  and  addresses  of 

executors,  attorneys,  or  other  represent-  ‘  §  20.6018-1  Returns — (a)  Estates  of 
atives  of  the  estate,  within  and  without  citizens  or  residents.  A  return  must  be 
the  United  States;  and  (5)  a  description  filed  on  Form  706  for  the  estate  of  every 
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citizen  or  resident  of  the  United  States 
•  whose  gross  estate  exceeded  $60,000  in 
value  on  the  date  of  his  death.  The 
value  of  the  gross  estate  at  the  date  of 
death  governs  with  respect  to  the  filing 
of  the  return  regardless  of  whether  the 
value  of  the  gross  estate  is,  at  the  exec¬ 
utor’s  election,  finally  determined  as  of 
a  date  subsequent  to  the  date  of  death 
pursuant  to  the  provisions  of  section 
2032.  Duplicate  copies  of  the  return 
are  not  required  to  be  filed.  For  the 
contents  of  the  return,  see  §  20.6018-3. 

(b)  Estates  of  nonresidents  not  citi¬ 
zens.  A  return  must  be  filed  on  Form  706 
or  706NA  for  the  estate  of  every  non¬ 
resident  not  a  citizen  if  the  value  of  the 
part  of  the  gross  estate  situated  in  the 
United  States  exceeded^  $2,000  on  the 
date  of  his  death'.  Under  certain  condi- 
tiom  the  return  may  be  made  only  on 
Form  706.  See  the  instructions  on  Form 
706NA  for  circumstances  under  which 
teiat  form  may  not  be  used.  Duplicate 
copies  of  the  return  are  not  required  to 
be  filed.  For  the  contents  of  the  return, 
see  9  20.6018-3. 

(c)  Place  for  filing.  See  §  20.6091-1 
for  the  place  where  the  return  shall  be 
filed. 

(d)  Time  for  filing.  See  §  20.6075-1 
for  the  time  for  filing  the  retiun. 

§  20.6018-2  Returns;  person  required 
to  file  return.  It  is  required  that  the  duly 
qualified  executor  or  administrator  shall 
file  the  return.  If  there  is  more  than 
one  executor  or  administrator,  the  return 
must  be  made  jointly  by  'all.  If  there  is 
no  executor  or  administrator  appointed, 
qualified  and  acting  within  the  United 
States,  every  person  in  actual  or  con¬ 
structive  possession  of  any  property  of 
the  decedent  situated  in  the  United 
States  is  constituted  an  executor  for  pur¬ 
poses  of  the  tax  (see  §  20.2203-1) ,  and  is 
•required  to  make  and  file  a  return.  If  in 
any  case  the  executor  is  imable  to  make 
a  complete  return  as  to  any  part  of  the 
gross  estate,  he  is  required  to  give  all  the 
information  he  has  as  to  such  property, 
including  a  full  description,  and  the 
name  of  every  person  holding  a  legal  or 
beneficial  interest  in  the  property.  If  the 
executor  is  unable  to  make  a  return  as 
to  any  property,  every  person  holding  a 
legal  or  beneficial  interest  therein  shall, 
upon  notice  from  the  district  director, 
make  a  return  as  to  that  part  of  the  gross 
estate.  For  delinquency  penalty  for 
failure  to  file  return,  see  section  6651  and 
§  301.66^1-1  of  this  chapter  (Regulations 
on  Procedure  and  Administration) .  For 
criminal  penalties  for  failure  to  file  a 
return  and  filing  a  false  or  fraudulent 
return,  see  sections  7203,  7206,  7207,  and 
7269. 

9  20.6018-3  Returns;  contents  of  re¬ 
turns — (a)  Citizens  or  residents.  The 
return  of  an  estate  of  a  decedent  who 
was  Or  citizen  or  resident  of  the  United 
States  at  the  time  of  his  death  must 
contain  an  itemized  inventory  by  sched¬ 
ule  of  the  property  constituting  the  gross 
estate  and  lists  of  the  deductions  under 
the  proper  schedules.  The  return  shall 
set  forth  <1)  the  value  o^^the  gross  es¬ 
tate  (see  99  20.2031-1  through  20.2044-1) , 

(2)  the  deduction '  claimed  (see  99  20.- 


2052-1  through  20.2056  (e)-3),  (3)  the 
taxable  estate  (see  9  20.2051-1) ,  and  (4) 
the  gross  estate  tax,  reduced  by  any  cred¬ 
its  (see  99  20.2011-1  through  20.2014-6) 
against  the  tax.  In  listing  upon  the  re¬ 
turn  the  property  constituting  the  gross 
estate  (other  than  household  and  per¬ 
sonal  effects  for  which  see  9  20.2031-6) , 
the  description  of  it  shall  be  such  that 
the  property  may  be  readily  identified  for 
the  purpose  of  verifying  the  value  placed 
on  it  by  the  executor. 

(b)  Nonresidents  not  citizens.  The 
return  of  an  estate  pf  a  decedent  who 
was  not  a  citizen  or  resident  of  the  United 
States  at  the  time  of  his  death  must 
contain  the  following  information:  (1) 
An  itemized  list  of  that  part  of  the  gross 
estate  situated  in  the  United  States  (see 
§  20.2104-1),  (2)  an  itemized  list  of  any 
deductions  claimed  (see  §§  20.2106-1  and 

20.2106- 2),  (3)  the  amount  of  the  tax¬ 
able  estate  (see  9  20.2106-1),  and  (4)  the 
gross  estate  tax,  reduced  by  any  credits 
(see  9  20.2102-1)  against  the  tax.  For 
the  disallowance  of  certain  deductions 
if  the  return  does  not  disclose  that  part 
of  the  gross  estate  not  situated  in  the 
United  States,  see  99  20.2106-1  and 

20.2106- 2. 

(c)  Provisions  applicable  to  returns 
described  in  paragraphs  (a)  and  (b)  of 
this  section.  (1)  A  legal  description 
shall  be  given  of  each  parcel  of  real  es¬ 
tate,  and,  if  located  in  a  city,  the  name 
of  the  street  and  number,  its  area,  and, 
if  improved,  a  short  statement  of  the 
character  of  the  improvements. 

(2)  A  description  of  bonds  shall  in¬ 
clude  the  number  held,  principal  amount, 
name  of  obligor,  date  of  maturity,  rate 
of  interest,  date  or  dates  on  which  inter¬ 
est  is  payable,  series  number  if  there  is 
more  than  one  issue,  and  the  principal 
exchange  upon  which  listed,  or  the  prin¬ 
cipal  business  ofiBce  of  the  obligor,  if 
unlisted.  A  description  of  stocks  shall 
include  number  of  shares,  whether  com¬ 
mon  or  preferred,  and,  if  preferred,  what 
issue,  par  value,  quotation  at  which  re¬ 
turned,  exact  name  of  corporation,  and, 
if  the  stock  is  unlisted,  the  location  of 
the  principal  business  office  and  State  in 
which  incorporated  and  the  date  of  in¬ 
corporation,  or  if  the  stock  is  listed,  the 
principal  exchange  upon  which  sold.  A 
description  of  notes  shall  include  name 
of  maker,  date  on  which  given,  date  of 
maturity,  amount  of  principal,  amount 
of  principal  unpaid,  rate  of  interest  and 
whether  simple  or  compound,  date  to 
which  interest  has  been  paid  and  amount 
of  unpaid  interest.  A  description  of  the 
seller’s  interest  in  land  contracts  shall 
include  name  of  buyer,  date  of  contract, 
description  of  property,  sale  price,  initial 
payment,  amounts  of  installment  pay¬ 
ments.  unpaid  balance  of  principal  and 
accrued  interest,  interest  rate  and  date 
prior  to  decedent’s  death  to  which  inter¬ 
est  had  been  paid. 

(3)  A  description  of  bank  accounts 
shall  disclose  the  name  and  address  of 
depository,  amoimt  on  deposit,  whether 
a  checking,  savings,  or  a  time-deposit 
account,  rate  of  interest,  if  any  payable, 
amount  of  interest  accrued  and  payable, 
and  serial  number.  A  description  of  life 
insurance  shall  give  the  name  of  the  in¬ 


surer,  number  of  policy,  name  of 
beneficiary,  and  the  amount  of 
proceeds. 

(4)  In  describing  an  annuity,  thi 
name  and  address  of  the  grantor  of  ^ 
annuity  shall  be  given,  or,  if  the  annuS 
is  payable  out  of  a  trust  or  other  fund* 
such  a  description  as  will  ful^  ideutS 
it.  If  the  annuity  is  payable  for  a  tern 
of  years,  the  duration  of  the  term  and 
the  date  on  which  it  began  shall  be 
given,  and  if  payable  for  the  life  of  & 
person  other  than  the  decedent,  the  date 
of  birth  of  such  person  shall  be  stated. 

If  the  executor  has  not  included  in  the 
gross  estate  the  full  value  of  an  ammity 
or  other  payment  described  in  section  *1 
2039,  he  shall  nevertheless  fully  describe 
the  annuity  and  state  its  total  purchase 
price  and  the  amount  of  the  contribu. ' 
tion  made  by  each  persop  (including  the 
decedent’s  employer)  toward  the  pur- 
chase  price.  If  the  executor  believes 
that  any  part  of  the  annuity  or  otto 
payment  is  excludable  from  the  gross 
estate  imder  the  provisions  of  section 
2039,  or  for  any  other  reason,  he  shaQ 
state  in  the  return  the  reason  for  his 
belief. 

(5)  Judgments  should  be  described  by 

giving  the  title  of  the  cause  and  the 
name  of  the  court  in  which  rendered, 
date  of  judgment,  name  and  address  o! 
the  judgment  debtor,  amount  of  judg¬ 
ment,  and  rate  of  interest  to  which  sub¬ 
ject,  and  by  stating  whether  any  pay¬ 
ments  have  been  made  thereon,  and,  if 
so,  when  and  in  what  amounts. 

(6)  If,  pursuant  to  section  2032,  the 
executor  elects  to  have  the  estate  v^ued 
at  a  date  or  dates  subsequent  to  the 
time  of  the  decedent’s  death,  there  must 
be  set  forth  on  the  return:  (i)  An  item¬ 
ized  description  of  all  property  included 
in  the  gross  estate  on  the  date  of  the 
decedent’s  death,  together  with  the  value 
of  each  item  as  of  that  date;  (ii)  an  item¬ 
ized  disclosure  of  all  distributions,  sales, 
exchanges,'  and  other  dispositions  of  any 
property  during  the  1-year  period  after 
the  date  of  the  decedent’s  death,  together 
with  the  dates  thereof;  and  (iii)  the 
value  of  each  item  of  property  in  accord¬ 
ance  with  the  provisions  of  section  2032 
(see  §  20.2032-1).  Interest  and  rents 
accrued  at  the  date  of  the  decedent’s 
death  and  dividends  declared  to  stock¬ 
holders  of  record  on  or  before  the  date 
of  the  decedent’s  death  and  not  collected 
at  that  date  are  to  be  shown  separately. 
(See  also  paragraph  (e)  of  §  20.6018^ 
with  respect  to  documents  required  to  be 
filed  with  the  return.) 

(7)  All  transfers  made  by  the  de¬ 
cedent  within  3  years  before  the  date  of 
his  death  of  a  value  of  $1,000  or  more 
and  all  transfers  (other  than  outright 
transfers  not  in  trust)  made  by  the  de¬ 
cedent  at  any  time  du;:ing  his  life  of 
a  value  of  $5,000  or  more,  except  bona 
fide  -sales  for  an  adequate  and  full  con¬ 
sideration  in  money  or  money’s  worth, 
must  be  disclosed  in  the  return,  whether 
or  not  the  executor  regards  the  trans¬ 
fers  as  subject  to  the  tax.  If  the  ex¬ 
ecutor  believes  that  such  a  transfer  Is 
not  subject  to  the  tax,  a  brief  statement 
of  the  pertinent  facts  shall  be  made. 
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1 2fl  6018-4  Returns;  documents  to 
-JLtnoani/  the  return,  (a)  A  certified 
of  the  will,  if  the  decedent  died 
SSte  must  be  submitted  with  the  re- 
tam  together  with  copies  of  such  other 
Scents  as  are  required  in  Form  706  * 
^Hln  the  applicable  sections  of  these 
JSjulations.  There  may  also  be  filed 
^ies  of  any  documents  which  the  ex- 
^tor  may  desire  to  submit  in  explana- 
HoD  of  the  return* 

(b)  IP  the  case  of  an  estate  of  a  non- 
rtrident  citizen,  the  executor  shall  also 
file  the  following  documents  with  the 

(1)  A  copy  of  any  inventory  of 
nroperty  *and  schedule  of  liabilities,, 
against  the  estate  and  expenses 
of  jdininistration  filed  with  the  foreign 
eourt  of  probate  jurisdiction,  certified 
jw  a  proper  ofiBcial  of  the  court;  and  (2) 
any  return  filed  under  any  ap- 
riicable  foreign  inheritance,  estate, 
inacy,  or  succession  tax  act,  certified  by 
%  proper  ofiacial  of  the  foreign  tax 
(Jepartment. 

(c)  In  the  case  of  an  estate  of  a  non¬ 
resident  not  a  citizen,  the  executor  must 
tiso  file  with  the  return,  but  only  if  de¬ 
ductions  are  claimed,  a  copy  of  the  inven¬ 
tory  of  property  filed  under  the  foreign 
death  duty  act;  or,  if  no  such  inventory 
was  filed,  a  certified  copy  of  the  inven¬ 
tory  filed  with  the  foreign  court  of  pro¬ 
bate  jurisdiction. 

(d)  For  every  policy  of  life  insurance 
Hsted  on  the  return,  the  executor  must 
procyre  a  statement,  on  Form  712,  by  the 
company  issuing  the  policy  and  file  it 
with  the  return. 

(e)  If,  pursuant  to  section  2032,  the 
executor  elects  to  have  the  estate  valued 
at  a  date  or  dates  subsequent  to  the  time 
of  the  decedent’s  death,  the  executor 
diall  file  with  the  return  evidence  in 
support  of  any  statements  made  by  him 


of  death,  he  shall  file  with  the  return  (1) 
a  copy  of  the  death  certificate,  and  (2) 
a  statement,  containing  a  declaration 
that  it  is  made  imder  the  penalties  of 
perjury,  of  all  the  material  facts  and  cir¬ 
cumstances,  including  those  directly  or 
indirectly  indicating  the  .  decedent’s 
motive  in  making  the  transfer  and  his 
mental  and  physical  condition  at  that 
time.  However,  this  data  need  not  be 
furnished  with  respect  to  transfers  of  less 
than  $1,000  in  value  unless  requested  by 
the  district  director. 

§  20.6036  Statutory  provisioris;  notice 
of  qualification  as  executor  or  receiver. 

Sec.  6036.  Notice  of  qualification  as  execu¬ 
tor  or  receiver.  Every  receiver,  trustee  In 
bankruptcy,  assignee  for  benefit  of  creditors, 
or  other  like  fiduciary,  and  every  executor 
(as  defined  in  section  2203) ,  shall  give  notice 
of  his  qualification  as  such  to  the  Secretary 
or  his  delegate  in  such  manner  and  at  such 
time  as  may  be  required  by  regulations  of 
the  Secretary  or  his  delegate.  The  Secretary 
or  his  delegate  may  by  regvilation  provide 
such  exemptions  from  the  requirements  of 
this  section  as  the  Secretary  or  his  delegate 
deems  proper. 

§  20.6036-1  Notice  of  qualification  as 
executor — (a)  Preliminary  notice.  A 
preliminary  notice  is  required  to  be  filed 
on  Form  704  in  the  case  of  every  citizen 
or  resident  of  the  United  States  whose 
gross  estate  exceeded  $60,000  in  value  at 
the  date  of  death,  and  on  Form  705  in 
the  case  of  every  nonresident  who  is  not 
a  citizen  if  that  part  of  his  gross  estate 
which  was  situated  in  the  United  States 
(see  §  20.2104-1)  exceeded  $2,000  in  value 
at  the  date  of  death.  'The  value  of  the 
gross  estate  at  the  date  of  death  governs 
with  respect  to  the  filing  of  the  notice 
regardless  of  whether  the  value  of  the 
gross  estate  is,  at-the  executor’s  election, 
finally  determined  as  of  a  date  subse¬ 
quent  to  the  date  of  death  pursuant  to 


on  the  preliminary  notice  Is  sufficient. 
In  the  case  of  a  nonresident  not  a  citi¬ 
zen,  the  notice  must  be  filed  by  every 
duly  qualified  executor  or  administrator 
within  the  United  States,  or  if  none  qual¬ 
ifies  within  two  months  after  the  dece¬ 
dent’s  death,  by  every  person  in  actual  or 
constructive  possession  of  any  property 
of  the  decedent  at  or  after  the  time  of 
the  decedent’s  death. 

§  20.6071  Statutory,  provisions;  time 
for  filing  returns  and  other  documents. 

Sec.  6071.  Time  for  filing  returns  and  other 
documents — (a)  General  rule.  When  not 
otherwise  provided  for  by  this  title,  the  Sec¬ 
retary  or  his  delegate  shaU  by  regulations 
prescribe  the  time  for  filing  any  return, 
statement,  or  other  document  required  by 
this  title  or  by  regulatidns. 

*  •  *  •  • 

§  20.6071-1  Time  for  filing  of  prelim¬ 
inary  notice.  If  a  duly  qualified  executor 
or  administrator  of  the  estate  of  a  dece¬ 
dent  who  was  a  resident' or  a  citizexi  of 
the  United  States  qualifies  within  two 
months  after  a  decedent’s  death,  or  if  a 
duly  qualified  executor  or  administrator 
of  the  estate  of  a  nonresident  not  a  citi¬ 
zen  qualifies  within  the  United  States 
within  two  months  after  the  decedent’s 
death,  the  preliminary  notice  required 
by  §  20.6036-1  must  be  filed  within  two 
months  after  his  qualification.  If  no 
such  executor  or  administrator  qualifies 
within  that  period,  the  preliminary 
notice  must  be  filed  within  two  months 
of  the  decedent’s  death. 

§  20.6075  Statutory  provisions;  time 
for  filing  estate  tax  return. 

Sec.  6076.  Time  for  filing  estate  and  gift 
tax  returns — (a)  Estate  tax  returns.  Returns 
made  under  section  6018  (a)  (relating  to 
estate  taxes)  shall  he  filed  within  15  months 
after  the  date  of  the  decedent’s  death. 

•  •  •  • 


in  the  return  as  to  distributions,  sales, 
exchanges,  or  other  dispositions  of  prop¬ 
el  during  the  1-year  period  which 
followed  the  decedent’s  death.  If  the 
court  having  jurisdiction  over  the  estate 
makes  an  order  or  decree  of  distribution 
(luring  that  period,  a  certified  copy  there¬ 
of  must  be  submitted  as  part  of  the 
evidence.  The  district  director  may  re- 
(juire  the,  submission  of  such  additional 
^dence  as  is  deemed  necessary. 

it)  In  any  case  where  a  transfer,  by 
trust  or  otherwise,  was  made  by  a  written 
instrument,  a  copy  thereof  shall  be  filed 
with  the  return  if  Cl)  the  property  is  in¬ 
cluded  in  the  gross  estate,  or  (2)  the 
executor  pursuant  to  the  provisions  of 
paragraph  (c)  (7)  of  §  20.6018-3  has 
made  a  disclosure  of  the  transfer  on  the 
return  but  has  not  included  its  value  in 
thejToss  estate  in  the  belief  that  it  is  not 
so  mcludible.  If  the  written  instrument 
is  of-public  record,  the  copy  shall  be 
certified,  or  if  it  is  not  of  record,  the  copy 
shall  be  verified’.  If  the  decedent  was  a 
nonresident  not  a  citizen  at  the  time  of 
his  death,  the  copy  may  be  either  certi¬ 
fied  or  verified. 

(g)  If  the  executor  contends  that  the 
value  of  property  transferred  by  the 
decedent  within  a  period  of  three  years 
ending  with  the  date  of  the  decedent’s 
death  should  not  be  included  in  .the  gross 
estate  because  he  considers  that  the 


the  provisions  of  section  2032.  If  there 
is  doubt  as  to  whether  the  gross  estate 
exceeds  $60,000  or  $2,000,  as  the  case  may 
be,  the  notice  shall  be  filed  as  a  matter 
of  precaution  in  order  to  avoid  the  possi¬ 
bility  of  penalties  attaching.  The  pri¬ 
mary  purpose  pf  the  notice  is  to  advise 
the  Internal  Revenue  Service  of  the  ex¬ 
istence  of  taxable  estates,  and  filing  shall 
not  be  delayed  beyond  the  period  pro¬ 
vided  for  in  §  20.6071-1  merely  because  of 
uncertainty  as  to  the  exact  value  of  the 
assets.  The  estimate  of  the  gross  estate 
called  for  by  the  notice  shall  be  the  best 
approximation  of  value  which  can  be 
made  within  the  time  allowed.  Dupli¬ 
cate  copies  of  the  preliminary  notice  are 
not  'required  to  be  filed.  For  criminal 
penalties  for  failure  to  file  a  notice  and 
filing  a  false  or  fraudulent  notice,  see 
sections  7203,  7207,  and  7269.  See 
§  20.6091-1  for  the  place  for  filing  the 
notice.  See  §  20.6071-1  for  the  time  for 
filing  the  notice. 

(b)  Persons  required  to  file.  In  the 
case  of  an  estate  of  a  citizen  or  resident 
of  the  United  States  the  preliminary  no¬ 
tice  must  be  filed  by  the  duly  qualified 
executor  or  administrator,  or  if  none 
qualifies  within  two  months  after  the 
decedent’s  death,  by  every  person  in  ac¬ 
tual  or  constructive  possession  of  any 
property  of  the  decedent  at  or  after  ttie 
time  of  the  decedent’s  death.  The  sig- 


§  20.6075-1  Returns;  time  for  filing 
estate  tax  return.  The  estate  tax  return 
required  by  section'6018  must  be  filed  on 
or  before  the  due  date.  The  due  date  is 
the  date  on  or  before  which  the  return  is 
required  to  be  filed  in  accordance  with 
the  provisions  of  section  6075  (a)  or  the 
last  day  of  the  period  covered  by  an 
extension  of  time  granted  by  the  district 
director  as  provided  in  §  20.6081-1. 
Unless  an  extension  of  time  for  filing  has 
been  granted,  the  due  date  is  the  day 
of  the  fifteenth  calendar  month  after  the 
decedent’s  death  numerically  cor¬ 
responding  to  the  day  of  the  calendar 
month  on  which  death  occiurred,  except 
that,  if  there  is  no  numerically  _corres- 
ponding  day  in  such  fifteenth  month,  the 
last  day  of  the  fifteenth  nronth  is  the 
due  date.  For  example,  if  the  decedent 
died  on  August  31,  1955,  the  due  date  is 
November  30,  1956.  When  the  due  date 
falls  on  Saturday,  Sunday,  or  a  legal 
holiday,  the  due  date  for  filing  the  return 
is  the  next  succeeding  day  which  is  not 
Saturday,  Sunday,  or  a  legal  holiday. 
For  definition  of  a  legal  holiday,  see  sec¬ 
tion  7503  and  §  301.7503-1  of  this  chap¬ 
ter  (Regulations  on  Procedure  and 
Administration) .  As  to  additions  to  the 
tax  in  the  case  of  failure  to  file  the  return 
within  the  prescribed  time,  see  section 
6651  and  ( 301.6651-1  of  this  chapter 


transfer  was  not  made  in  contemplation  nature  of  one  executor  or  administrator  (Regulations  on  Procedure  and  Adminis- 
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tration).  For  rules  with  respect  to  the 
right  to  elect  to  have  the  property  valued 
as  of  a  date  or  dates  subsequent  to  the 
decedent’s  death,  see  §  20.2032-1,  and 
section  7502  and  §  301.7502-1  of  this 
chapter  (Regulations  on  Procedure  and 
Administration) . 

§  20.6081  Statutory  provisions:  ex¬ 
tension  of  time  for  filing  returns. 


Sec.  6081.  Extension  of  time  for  filing  re¬ 
turns — (a)  General  rule.  The  Secretary  or 
his  delegate  may  grant  a  reasonable  extension 
of  time  for  filing  any  return,  declaration, 
statement,  or  other  document  required  by 
this  title  or  by  regulations.  Except  In  the 
case  of  taxpayers  who  are  abroad,  no  such 
extension  shall  be  for  more  than  6  months. 


(c)  Postponement  hy  reason  of  war.  For 
time  for  performing  certain  acts  postponed 
by  reason  of  war,  see  section  7508. 


§  20.6091  Statutory  provisions;  place 
for  filing  returns  or  other  documents. 

Sec.  6091.  Place  for  filing  returns  or  other 
documents — (a)  General  rule.  When  not 
otherwise  provided  for  by  this  title,  the  Sec¬ 
retary  or  his  delegate  shall  by  regulations  pre¬ 
scribe  the  place  for  the  filing  of  any  return, 
declaration,  statement,  or  other  document,  or 
copies  thereof,  required  by  this  title  or  by 
regulations. 

(b)  Tax  returns.  In  the  case  of  returns 
of  tax  required  under  authority  of  part  II 
of  this  subchapter — 

•  •  •  •  • 

(3)  Estate  tax  returns.  Returns  of  estate 
tax  required  Under  section  6018  shall  be  made 
to  the  Secretary  or  his  delegate  in  the  in- 
,  ternal  revenue  district  In  which  was  the 
domicile  of  the  decedent  at  the  time  of  his 
death  or.  If  there  was  no  such  domicile  in 
an  Internal  revenue  district,  then  at  such 
place  as  the  Secretary  or  his  delegate  may 
by  regulations  prescribe. 


§  20.6081-1  Extension  of  time  for  fil¬ 
ing  the  return,  (a)  In  case  it  is  im¬ 
possible  or  impracticable  for  the  exec¬ 
utor  to  file  a  reasonably  complete  return 
within  15  months  from  the  date  of  death, 
the  district  director  may,  upon  a  show¬ 
ing  of  good  and  sufficient  cause;  grant 
a  reasonable  extension  of  time  for  filing 
the  return  required  by  section  6018. 
Unless  the  executor  is  abroad,  the  exten¬ 
sion  may  not  be  for  more  than  six 
months  from  the  date  for  filing  provided 
by  section  6075  (a).  Therefore,  unless 
the  executor  is  abroad,  the  due  date  for 
filing  the  return  under  any  extension 
granted  by  a  district  director  may  not 
be  later  than  21  months  from  the  date  of 
the  decedent’s  death.  ’The"  extension 
may,  of  course,  be  for  a  lesser  period  of 
time. 

(b)  The  application  for  an  extension 
of  time  fot  filing  the  return  shall  be 
addressed  to  the  district  director  for  the 
district  in  which  the  return  is  to  be  filed, 
and  must  contain  a  full  recital  of  the^ 
causes  for  the  delay.  It  must  be  made ' 
before  the  expiration  of  the  time  within 
which  the  return  otherwise  must  be  filed. 
It  shall,  where  possible,  be  made  suffi¬ 
ciently  early  to  permit  the  district  di¬ 
rector  to  consider  the  matter  and  reply 
before  what  otherwise  would  be  the  due 
date  of  the  return. 

(c)  A  return  as  complete  as'  possible 
must  be  filed  before  the  expiration  of  the 
extension  period  granted.  The  return 
thus  filed  will  be  the  return  required  by 
section  6018  (a)  and  any  tax  shown 
thereon  will  be  the  “amount  determined 
by  the  executor  as  the  tax’’  referred  to 
in  section  6161  (a)  (2),  or  the  “amount 
shown  as  the  tax  by  the  taxpayer  upon 
his  return’’  referred  to  in  section  6211 
(a)  (1),-  (A).  The  return  cannot  be 
amended  'after  the  expiration  of  the  ex¬ 
tension  period  although  supplemental  in¬ 
formation  ma3rsubsequently  be  filed  that 
may  result  in  a  finally  determined  tax 
different  from  the  amount  shown  as  the 
tax  by  the  executor  on  the  return.  An 
extension  of  time  for  filing  the  return 
does  not  operate  to  extend  the  time  for 
payment  of  the  tax.  See  §  20.6151-1  for 
the  time  for  pajment  of  the  tax,  and 
§§  20.6161-1  and  20.6163-1  for  extensions 
of  time  for  pa3ment  of  the  tax. 


•  •  *  *  '  •  I 

§  20.6091-1  Place  for  filing  returns  or 
other  documents.  If  the  decedent  was  a 
resident  of  the  United  States,  the  pre¬ 
liminary  notice  required  by  §  20.6036-1 
and  the  estate  tax  return  required  by 
§  20.6018-1  must  be  filed  with  the  dis¬ 
trict  director  in  whose  district  the  dece¬ 
dent  had  his  domicile  at  the  time  of 
death.  If  the  decedent  was  a  nonresident 
(whether  a  citizen  or  not  a  citizen) ,  the 
notice  and  the  return  must  be  filed  with 
the  office  of  the  Director  of  Interna¬ 
tional  Operations,  Internal  Revenue 
Service,  Washington  25,  D.  C.,  or  with 
such' other  office  as  the  Commissioner 
may  designate. 

§  20.6151  Statutory  provisions;  time 
and  place  for  paying  tax  shown  on  re¬ 
turns. 

Sec.  6151.  Time  and  place  for  paying  tax 
shown  on  returns — (a)  General  rule.  Except 
as  otherwise  provided  In  this  section,  when 
a  return  of  tax  Is  required  under  this  title 
or  regulations,  the  person  required  to  make 
,  such  return  shall,  without  assessment  or  no¬ 
tice  and  demand -from  the  Secretary  or  his 
delegate,  pay  such  t£ix  to  the  principal  In¬ 
ternal  revenue  officer  for  the  internal  revenue 
district  In  which  the  return  is  required  to 
be  filed,  and  shall  pay  such  tax  at  the  time 
and  place'fixed  for  filing  the  return  (deter¬ 
mined  without  regard  to  any  extension  of 
time  for  filing  the  return). 

•  •  •  •  • 

(c)  Date  fixed  for  payment  of  tax.  In  any 
case  In  which  a  tax  is  required  to  be  paid 
on  or  before  a. certain  date,  or  within  a  cer¬ 
tain  period,  any  reference  in  this  title  to 
the  date  fixed  for  pa3rment  of  such  tax  shall 
be  deemed  a  reference  to  the  last  day  fixed 
for  such  pa3nnent  (determined  without  re¬ 
gard  to  any  extension  of  time  for  paying  the 
tax). 

§  20.6151-1  Time  and  place  for  paying 
tax  shown  on  the  return — (a)  General 
•  rule.  The  tax  shown  on  the  estate  tax 
return  is  to  be  paid  at  the  time  and  place 
fixed  for  filing  the  return  (determined 
without  regard  to  any  ejt^tension  of  time 
for  filing. the  return) .  For  provisions  re¬ 
lating  to  the  time  and  place  for  filing 
the  return,  see  §§  20.6075-1  and  20.6091-1. 
For  the  duty  of  Ihe  executor  to  pay  the 
tax,  see  §  20.2002-1. 

(b)  Extension  of  time  for  paying — (1) 
In  general.  For  general  provisions  re¬ 
lating  to  extension  of  time  for  paying  the 
tax,  see  §  20.6161-1. 


(2)  Reversionary  or  remainder  inter  * 
ests.  For  provisions  relating  to  extensU® 
of  time  for  payment  of  estate  tax 
value  of  a  reversionary  or  remainder  h 
terest  in  property,  see  §  20.6163-1. 

(c)  Payment  with  obligations  of  tht 
United  States.  'Treasury  bonds  of  cw 
tain  issues  which  were  owned  by  the  de^ 
cedent  at  the  time  of  his  death  or  which 
were  treated  as  part  of  his  gross  estate 
under  the  rules  contained  in  §  306.28  of 
Treasury  Department,  Circular  No.  300 
Revised  (31  CFR  Part  306),  may  be  re^ 
deemed  at  par  plus  accrued  interest  for 
the'purpose  of  payment  of  the  estate  tax. 
as  provided  in  said  section.  Whe^ 
bonds  of  particular  issues  may  be  re¬ 
deemed  for  this  purpose  will  depend  (« 
the  terms  of  the  offering  circulars  cited 
on  the  face  of  the  bonds.  A  current  list 
of  eligible  issues  may  be  obtained  froQ 
any  Federal  reserve  bank  or  branch,  or 
from  the  Bureau  of  Public  E)ebt,  Wash¬ 
ington,  D.  C.  See  section  6312  and 
§§  301.6312-1  and  301.6312-2  of  this 
chapter  (Regulations  on  Procedure  and 
Administration)  for  provisions  relathy 
to  the  payment  of  taxes  with  United 
States  Treasury  obligations. 

(d)  Receipt  for  payment.  For  profl- 
sions  relating  to  duplicate  receipts  for 
payment  of  the  tax,  see  §  20.6314-1, 


§  20.6161  Statutory  provisions;  exten¬ 
sion  of  time  for  paying  tax. 


Sec.  6161.  Extension  of  time  for  payin§ 
tax — (a)  Amount  determined  by  taxpayer  on, 
return — ( 1 )  General  rule.  Hie  Secretary  or 
his  delegate,  except  as  otherwise  provided  in 
this  title,  may  extend  the  time  for  payment 
of  the  amount  of  the  tax  shown,  or  required 
to  be  shown,  on  any  retiirn  or  declaratlOQ  re¬ 
quired  under  authority  of  this  title  (or  any 
installment  thereof),  for  a  reasonable  period 
not  to  exceed  6  months  from  the  date  fixed 
for  payment  thereof.  Such  extendon  may 
exceed  6  months  in  the  case  of  a  taxpayw 
who  Is  abroad. 

(2)  Estate  tax.  If  the  Secretary  or  bis 
delegate  finds  that  the  payment 'on  the  dus 
date  of  any  part  of  the  amount  determined 
by  the  executor  as  the  tax  imposed  by  chapter 
11  would  result  In  undue  hardship  to  the 
estate,  he  may  extend  the  time  for  payment 
for  a  reasonable  period  not  in  excess  of  10 
years  from  the  date  fixed  for  payment  of 
the  tax. 

(b)  Amount  determined  as  deficiency. 
Under  regulations  prescribed  by  the  Secre¬ 
tary  or  his  delegate,  the  Secretary  or  his  dele¬ 
gate  may  extend,  to  the  extent  provided  be¬ 
low,  the  time  for  payment  of  the  amount 
determined  as  a  deficiency: 


(2)  In  the  case  of  a  tax  imposed  by  chapter 
11,  for  a  period  not  to  exceed  4  years  from  the 
date  otherwise  fixed  for  payment  of  the 
deficiency. 
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An  extension  under  this  subsection  may  be 
granted  only  where  it  Is  shown  to  the  satis¬ 
faction  of  the  Secretary  or  his  delegate  that 
the  payment  of  a  deficiency  upon  the  date 
fixed  for  the  pa3nnent  thereof  will  result 
In  undue  hardship  .to  the  taxpayer  In  tbs 
case  of  a  tax  Imposed  by  chapter  1,  to  the 
estate  In  the  case  of  a  tax  Imposed  by  chapter 
11,  or  to  the  donor  In  the  case  of  a  tax  im¬ 
posed  by  chapter  12.  No  extension  shall  be 
granted  if  the  deficiency  is  due  to  n^- 
gence,  to  intentional  disregard  of  rules  and 
regulations,  or  to  fraqd  with  intent  to  evade 
tax. 
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f  ,  JO  6161-1  Extension  of  time  for 
wMiinfl  tax  shown  on  the  return,  (a) 
ff^v'case  in  which  the  district  direc- 
S-Sis  that  payment,  on  the  due  date, 
f  »ny  of  the  tax  shown  on  the 
Stum  would  impose  undue  hardship 
JLn  the  estate,  he  may  extend  the  time 
payment  for  a  period  or  periods  not . 
to  Seed  one  year  for  any  one  period 
^  for  all  periods  not  to  extend  more 
10  years  from  the  due  date. 

The  extension  will  not  be  granted 
«Mn  a  general  statement  of  hardship. 

term  “imdue  hardship”  means  more 
than  an  Inconvenience  to  the  estate.  It 
most  appear  that  substantial  financial 
loss  for  example,  due  to  the  sale  of  prop¬ 
erty  at  a  sacrifice  price,  will  result  to 
the  estate  from  making  pairment  of  the 
tax  at  the  due  date.  If  a  market  exists, 
t  sale  of  property  at  the  current  market 
tjrice  is  not  ordinarily  considered  as  re- 
K^ting  In  an  imdue  hardship. 

(c)  An  application  for  such  an  exten¬ 
sion  must  be  in  writing  and  must  contain, 
or  be  supported  by,  information  in  a 
written  statement  declaring  that  it  is 
made  under  penalties  of  perjury,  show¬ 
ing  the  imdue  hardship  that  would  re¬ 
sult  to  the  estate  if  the  requested  exten¬ 
sion  were  refused.  The  application,  with 
the  supporting  information,  must  be 
filed  with  the  district  director.  When 
received,  it  will  be  examined,  and,  if  pos¬ 
sible,  within  30  days  will  be  denied, 
granted,  or  tentatively  granted  subject  to 
,eertaln  conditions  of  which  the  executor 
will  be  notified.  The  district  director  will 
not  consider  an  application  for  such  an 
atension  unless  it  is  applied  for  on  or 
before  the  due  date  for  pasunent  of  the 
tax.  If  the  executor  desires  to  obtain  an 
additional  extension,  it  must  be  applied 
for  on  or  before  the  date  of  the  expiration 
of  the  previous  extension.  The  granting 
of  the  extension  of  time  for  paying  the 
tax  is  discretionary  with  the  district  di¬ 
rector  and  his  authority  will  be  exercised 
imder  such  conditions  as  he  may  deem 
advisable. 

(d)  The  amount  of  the  tax  for  which 
an  extension  is  granted,  with  the  addi¬ 
tions  thereto,  shall  be  paid  on  or  before 
the  expiration  of  the  period  of  extension 
without  the  necessity  of  notice  and  de¬ 
mand  from  the  district  director. 

(e)  The  granting  of  an  extension  of 
time  for  paying  the  tax  will  not  relieve 
the  executor  from  the  duty  of  filing  the 
return  on  or  before  the  date  provided 
for  in  §  20.6075-1,  nor  will  it  operate  to 
Fxevent  the  running  of  interest.  See  sec¬ 
tion  6601.  An  extension  of  time  to  pay 
the  tax  may  extend  the  period  within 
which  State  and  foreign  death  taxes  al¬ 
lowed  as  a  credit  under  sections  2011  and 
2014  are  required  to  be  paid  and  the 
credit  therefor  claimed.  See  paragraph 
(c)  of  §  20.2011-1  and  §  20.2014-6. 

(f)  For  provisions  requiring  the  fur- 
uishing  of  security  for  the  payment  of  the 
tax  for  which  an  extension  is  granted, 
see  paragraph  (a)  of  §  20.6165-1.  For 
provisions  relating  to  extensions  of  time 
for  pasTnent  of  tax  on  the  value  of  a 
reversionary  or  remainder  interest  in 
property,  see  §  20.6163-1. 

§  20.6161-2  Extension  of  time  for  pay- 
mg  deficiency  in  tax.  (a)  In  any  case  in 
i  which  the  district  director  finds  that  pay- 


i 


m^t,  on  the  date  prescribed  therefor, 
of  any  part  of  a  deficiency  would  impose 
undue  hardship  upon  the  estate,  he  may 
extend  the  time  for  payment  for  a  period 
or  periods  not  to  exceed  one  year  for  any 
oneTieriod  and  for  all  periods  not  to  ex¬ 
ceed  four  years  from  the  date  prescribed 
for  payment  thereof. 

(b)  The  extension  will  not  be  granted 
upon  a  general  statement  of  hardship. 
The  term  “undue  hardship**  means  more 
than  an  inconvenience  to  the  estate.  It 
must  appear  that  a  substantial  financial 
loss,  for  example,  due  to  the  sale  of  prop¬ 
erty  at  a  sacrifice  price,  will  result  to  the 
estate  from  making  payment  of  the  de¬ 
ficiency  at  the  date  prescribed  therefor. 
If  a  market  exists,  a  sale  of  property  at 
the  current  market  price  is  not  ordinar¬ 
ily  considered  as  resulting  in  an  undue 
hardship.  No  extension  will  be  granted 
if  the  deficiency  is  due  to  negligence  or 
intentional  disregard  of  rules  and  regu¬ 
lations  or  to  fraud  with  intent  to  evade 
the  tax. 

(c)  An  application  for  such  an  exten¬ 
sion  must  be  in  writing  and  must  con¬ 
tain,  or  be  supported  by,  information  in 
a  written  statement  declaring  that  it  is 
made  under  penalties  of  perjury  showing 
the  undue  hardship  that  would  result  to 
the  estate  if  tiie  extension  were  refused. 
The^  application,  with  the  supporting  in¬ 
formation,  must  be  filed  with  the  district 
director.  When  received,  it  will  be  ex¬ 
amined,  and,  if  possible,  within  thirty 
days  will  be  denied,  granted,  or  tenta¬ 
tively  granted  subject  to  certain  condi¬ 
tions  of  which  the  executor  will  be  noti¬ 
fied.  The  district  director  will  not  con¬ 
sider  an  application  for  such  an  exten¬ 
sion  unless  it  is  applied  for  on  or  before 
the  date  prescribed  for  payment  of  the 
deficiency,  as  shown  by  the  notice  and 
demand  from  the  district  director.  If  the 
executor  desires  to  obtain  an  additional 
extension,  it  must  be  applied  for  on  or 
before  the  date  of  the  expiration  of  the 
previous  extension.  The^granting  pf  the 
extension  of  time  fox  paying  the  defi¬ 
ciency  is  discretionary  with  the  district 
director. 

(d)  The  amount  of  the  deficiency  for 
which  an  extension  is  granted,  with  the 
additions  thereto,  shall  be  paid  on  or 
before  the  expiration  of  the  period  of 
extension  without  the  necessity  of  notice 
and  demand  from  the  district  director. 

(e)  The  granting  of  an  extension  of 
time  for  paying  the  deficiency  will  not 
operate  to  prevent  the  running  of  in¬ 
terest.  See  section  6601.  An  extension 
of  time  to  pay  the  deficiency  may  extend 
the  period  within  which  State  and  for¬ 
eign  death  taxes  allowed  as  a  credit  un¬ 
der  sections  2011  and  2014  are  required 
to  be  paid  and  the  credit  therefor 
claimed.  See  paragraph  (c)  of  §  20.2011- 
1  and  §  20.2014-6. 

(f)  For  provisions  requiring  the  fur¬ 
nishing  of  security  for  the  payment  of 
the  deficiency  for  which  an  extension  is 
granted,  see  §  20.6165-1. 

§  20.6163  Statutory  provisions;  exten- 
tion  of  time  for  payment  of  estate  tax  on 
value  of  reversionary  or  remainder  inter¬ 
est  in  property. 

Sec.  6163.  Extension  of  time  for  payment 
of  estate  tax  on  value  of  reversionary  or  re¬ 
mainder  interest  in  property — (a)  Extension 


permitted.  If  the  value  of  a  reversionary  or 
remainder  Interest  In  property  Is  Included 
under  chapter  11  In  the  value  of  the  gross 
estate,  the  ptqnoaent  of  the  part  of  the  tax 
under  chaptor  11  attributable  to  such  ' In¬ 
terest  may,  at  the  election  of  the  executor, 
be  postponed  until  6  mon'ths  after  the  ter¬ 
mination  of  the  precedent  Interest  or  In¬ 
terests  In  the  property,  under  such  regula¬ 
tions  as  the  Secretary  or  his  delegate  may 
prescribe. 

-  (b)  Cross  references — (1)  Interest.  Por 
provisions  requiring  the  payment  of  Interest 
for  the  period  of  such  extension,  see  section 
6601  (b). 

(2)  Security.  Por  authority  of  the  Secre¬ 
tary  or  his  delegate  to  require  security  in  the 
case  of  such  extension,  see  s^tion  6165. 

§  20.6163-1  Extension  of  time  for  pay¬ 
ment  of  estate  tax  on  value  of  reversion¬ 
ary  or  remainder  interest  in  property. 

(a)  In  case  there  is  included  in  the  gross 
estate  a  reversionary  or  remainder  in¬ 
terest  in  property,  the  paimient  of  the 
part  of  the  tax  attributable  to  that  in¬ 
terest  may,  at  the  election  of  the  execu¬ 
tor,  be  postponed  until  six  months  after 
the  termination  of  the  precedent  in¬ 
terest  or  interests  in  the  property.  This 
provision  is  limited  to  cases  in  which  the 
reversionary  or  remainder  interest  is  in¬ 
cluded  in  the  decedent’s  gross  estate  as 
such  and  does  not  extend  to  cases  in 
which  the  decedent  creates  future  in¬ 
terests  by'^his  own  testamentary  act. 

(b)  Notice  of  the  exercise  of  the  elec¬ 
tion  to  postpone  the  pasmient  of  the  tax 
attributable  to  a  reversionary  or  re¬ 
mainder  interest  should  be  filed  with  the 
district  director  before  the  date  pre¬ 
scribed  for  payment  of  the  tax.  The 
notice  of  election  may  be  made  in  the 
form  of  a  letter  addressed  to  the  district 
director.  There  shall  be  filed  with  the 
notice  of  election  a  certified  copy  of  the 
will  or  other  instrument  under  which  the 
reversionary  or  remainder  interest  was 
created,  or  a  copy  verified  by  the  executor 
if  the  instrument  is  not  filed  of  record. 
The  district  director  may  require  the 
submission  of  such  additional  proof  as 
he  deems  necessary  to  disclose  the  com¬ 
plete  facts.  If  the  duration  of  the  pre¬ 
cedent  interest  is  dependent  upon  the 
life  of  any  person,  the  notice  of  election 
must  show  the  date  of  birth  of  that 
person. 

(c)  If  the  decedent’s  gross  estate  con¬ 
sists  of  both  a  reversionary  or  remainder 
interest  in  property  and  other  property, 
the  tax  attributable  to  the  reversionary 
or  remainder  interest,  within  the  mean¬ 
ing  of  this  section,  is  an  amount  which 
bears  the  same  ratio  to  the  total  tax  as 
the  value  of  the  reversionary  or  remain¬ 
der  interest  (reduced  as  provided  in  the 
following  sentence)  bears  to  the  entire 
gross  estate  (reduced  as  provided  in  the 
last  sentence  of  this  paragraph) .  In  ap¬ 
plying  this  rath),  the  value  of  the  rever¬ 
sionary.  or  remainder  interest  is  reduced 
by  (1)  the  amount  of  claims,  mortgages, 
and  indebtedness  which  is  a  lien  upon 
such  interest;  (2)  losses  in  respect  of 
such  interek  during  ttie  settlement  of 
the  estate  which  are  deductible  under  the 
provisions  of  section  2054  or  section  2106 
(a)  (1);  (3)  any  amount  deductible  in 
respect  of  such  interest  under  section 
2055  or  2106  (a)  (2)  for  charitable,  etc., 
transfers;  and  (4)  the  portion  of  the 
marital  deduction  allowed  under  the  pro- 
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wmcn  me  ex^nsion  IS  ^  g  20.6314  Statutory  provisions;  rc- 

agraph  (b)  of  §  20.6165-1.  provi-  ceipt  for  taxes. 

sions  concerning  the  time  within  which 

credit  for  State  and  foreign  death  taxes  Sec.  6314.  Receipt  for  taxes— (&)  General 

on  such  a  reversionary  or  remainder  in-  ^retai^  or  his  delegate  shall, 

tPrP«5T mav  ha  takan  see  section  2015  and  request,  give  receipts  for  all  sums  col- 

terest  may  oe  taken,  see  section  zuid  ana  jg^ted  by  him,  excepting  only  when  the 

the  regulations  thereunder.  _  same  are  in  payment  for  stamps  sold  and 

§  20.6165  Statutory  provisions;  bonds  delivered;  but  no  receipt  shall  be  issued  in 
tohere  time  to'  pay  tax  or  deficiency  has  stomp  representing  a  tax. 

haa«  PTfPndpd  '  *  (b)  Duplicate  receipts  for  payment  of 

oeen  exienuea.  estate  taxes.  The  Secretary  or  his  delegate 

Sec.  6165.  Bonds  tohere  time  to  pay  tax  or  shall,  upon  request,  give  to  the  person  pay- 
deficiency  has  been  extended.  In  the  event  Ing  the  tax  under  chapter  11  (relating  to  the 
the  Secretary  or  his  delegate  grants  any  ex-  estate  tax)  duplicate  receipts,  either  of 
tension  of  time  within  which  to  pay  any  tax  which  shall  be  sufficient  evidence  of  such 
or  any  deficiency  therein,  the  Secretary  or  his  payment,  and  shall  entitle  the  executor  to  be 
delegate  may  require  the  taxpayer  to  furnish  credited  and  allowed  the  amount  thereof  by 
a  bond  in  such  amount  (not  exceeding  dou-  any  court  having  Jurisdiction  to  audit  or 
ble  the  amount  with  respect  to  which  the  ex-  settle  his  accounts, 
tension  Is  granted)  conditioned  upon  the  (c)  Cross  references.  •  •  • 

payment  of  the  amount  extended  in  accord-  (2)  For  receipt  of  discharge  of  executor 

ance  with  the  terms  of  such  extension.  from  personal  liability,  see  section  2204. 

5  20.6165-1  Bonds  where  time  to  pay  §  20.6314-1  Duplicate  receipts  for 
tax  or  deficiency  has  been  extended —  payment  of  estate  taxes.  The  district 
(a)  Extensions  under  section  6161  of  director  will,  upon  request,  give  to  the 
time  to  pay  tax  or  deficiency.  If  an  ex-  person  paying  the  tax  duplicate  receipts, 
tension  of  time  for  payment  of  tax  or  de-  either  of  which  will  be  sufficient  evidence 
flciency  is  granted  under  section  6161,  of  such  pajonent  and  entitle  the  executor 
the  district  director  may,  if  he  deems  it  to  be  credited  with  the  amount  by  any 
necessary,  require  the  executor  to  furnish  court  having  jurisdiction  to  audit  or 
a  bond  for  the  paj^ent  of  the  amount  settle  his  accounts. 

in  respect  of  which  the  extemion  is  g  20.6321  Statutory  provisions;  lien 
granted  m  accordance  with  the  terms  of  taxes 
the  extension.  However,  such  bond  shall 

not  exceed  double  the  amount  with  re-  6321.  Lien  for  taxes.  If  any  person 

spect  to  which  the  extension  is  granted.  negiecte  or  refuses  to 

P*y  same  after  demand,  the  amount 
For  other  provisions  relating  to  bonds  (including  any  interest,  additional  amount, 
rcQUiroG  Wil6r6  6Xt6nsi0lls  of  tlino  to  p&y  addition  to  tax,  or  assessable  penalty,  to» 
estate  taxes  or  deficiencies  are  granted  gether  with  any  costs  that  may  accrue  in 
under  section  6161,  see  the  regulations  addition  thereto)  shall  be  a  lien  in  favor  of 
under  sections  6165  and  7101  contained  <;he  United  states  upon  all  property  and 
in  Part  301  of  this  chapter  (Regulations  to  property,  whether  real  or  personal, 

on  Procedure  and  Administration).  belonging  to  such  person. 

(b)  Extensions  under  section  6163  of  §  20.6321-1  Lien  for  taxes.  Forregu- 
time  to  pay  estate  tax  attributable  to  re-  lations  concerning  the  lien  for  taxes,  see 
versionary  or  remainder  interests.  As  a  §  301.6321-1  of  this  chapter  (Regulations 
prerequisite  to  the  postponement  of  the  on  Procedure  and  Administration) . 
payment  of  the  tax  attributable  to  a  re-  .  on  «*  *  * 

versionary  or  remainder  interest  as  pro-  §  20.6322  Statutory  provisions;  period 

vided  in  §  20.6163-1,  a  bond  must  be  fur- 

nished  in  an  amount  which  is  double  the  Sec.  6322.  Period  of  lien.  Unless  another 
amount  of  the  tax  and  interest  for  the  ‘*®^®  specifically  fixed  by  law,  the  lien 
estimated  duration  of  the  precedent  in-  by  section  6321  shall  arise  at  the 

terest,  conditioned  upon  the  payment  of 

_ It _  j  tt-  tlnue  until  the  liability  for  the  amount  so 

the  tax  and  i^er^t  accrued  thereon  assessed  is  satisfied  or  becomes  unenforceable 
within  SIX  months  after  the  termination  py  reason  of  lapse  of  time, 
of  the  precedent  interest.  If  after  the 

acceptance  of  a  bond  it  is  determined  ^  20.6323  Statutory  provisions;  valid- 
that  the  amount  of  the  tax  attributable  against  mortgagees,  pledgees,  pur- 
to  the  reversionan^  or  remainder  interest  chasers,  and  judgment  creditors. 
was  understated  in  the  bond,  a  new  bond  Sec.  6323.  Validity  against  mortgagees 
or  a  supplemental  bond  may  be  required,  pledgees,  purchasers,  and  judgment  credi- 
or  the  tax,  to  the  extent  of  the  under-  tors — (a)  invalidity  of  lien  without  notice 
statement,  may  be  collected.  The  bond  Except  as  otherwise  provided  in  subsectioi 
must  be  conditioned  upon  the  principal  (c),  the  lien  imposed  by  section  6321  shal 
or  surety  promptly  notifying  the  district  not  be  valid  as  against  any  mortgagee 
director  when  the  i»^cedent  interest  ter-  pledgee,  purchaser,  or  judgment  credltoi 
minates  and  upon  the  principal  or  surety  imtll  notice  thereof  has  been  filed  by  th( 
notifjring  the  district  director  during  the  Secretary  or  his  delegate— 
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Mtee  («xc«Pt  trustee  ot  an  employee’s 
meets  the  requirements  of  sec- 
d'lTiOl  (*))>  surviving  tenant,  person  In 
'—  of  the  property  by  reason  of  the 


xtonexercise,  or  release  of  a  power 
rflopointment,  or  beneficiary,  who  receives, 

*  on  the  date  of  the  decedent’s  death, 
*oogrty  Included  In  the  gross  estate  under 
2034  to  2042,  Inclusive,  to  the  extent 
^tlM  value,  at  the  time  of  the  decedent’s 
^tb,  such  property,  shall  be  personally 
tor  such  tax.  Any  part  of  such  property 
^jnsfcrred  by  (or  transferred  by  a  transferee 
^^Kh  spouse,  transferee,  trustee,  surviv- 
M  tsnant,  person  In  possession  of  property 
^reason  of  the  ^exercise,  nonexercise,  or 
^ease  of  a  power  of  appointment,  or  bene- 
Mary,  to  a  bona  fide  purchaser,  mortgagee, 
at  ^edgee,  for  an  adequate  and  full  con- 
gld^tlon  ^  money  or  money’s  worth  shall 
l)e  divested  of  the  lien  provided  In  para- 
flwh  (1)  ^  shall  then  attach 

the  property  of  such  spouse,  transferee, 
surviving  tenant,  person  In  posses- 
ilon,  beneficiary,  or  transferee  of  any  such 
Mfson,  except  any  part  transferred  to  a  bona 
Me  purchaser,  mortgagee,  or  pledgee  for  an 
adequate  and  full  consideration  in  money  or 
money’s  worth. 

(3)  Continuance  after  discharge  of  execu¬ 
tor.  The  provisions  of  section  2204  (relating 
to  discharge  of  executor  from  personal  liabil¬ 
ity)  shall  not  operate  as  a  release  of  any  part 
of  the  gross  estate  from  the  l^en  for  any 
deficiency  that  may  thereafter  be  determined 
to  he  due,  unless  such  part  of  the  gross  estate 
(or  any  interest  therein)  has  been  transferred 
to  a  bona  fide  purchaser,  mortgagee,  or 
plsdgee  for  an  adequate  and  full  considera¬ 
tion  in  money,  or  money’s  worth,  in  which 
csM  such  part  (or  such  interest)  shall  not 
he  subject  to  a  lien  or  to  any  claim  or  de- 
ipanH  for  any  such  deficiency,  but  the  lien 
fhttii  attach  to  the  consideration  received 
from  such  purchaser,  mortgagee,  or  pledgee 
by -the  heirs,  legatees,  devisees^  or  dis¬ 
tributees. 

•  «  •  *  • 

(c)  Exception  in  case  of  securities.  The 
Uen  imposed  by  subsection  (a)  or  (b)  shall 
not  be  valid  with  respect  to  a  security,  as 
defined  in  section  6323  (c)  (2),  as  against 
any  mortgagee,  pledgee,  or  purchaser  of  any 
such  security,  for  an  adequate  and  full  con¬ 
sideration  in  money  or  money’s  worth,  if  at 
the  time  of  such  mortgage,  pledge,  or  piur- 
ehase  such  mortgagee,  pledgee,  ch:  pmchaser 
is  without  notice  or  knowledge  of  the  exist¬ 
ence  of  such  lien. 

S  20.6324-1  Special  lien  for  estate  tax. 
For  regulations  concerhing  the  special 
Hen  lor  the  estate  tax,  see  §  301.6324-1 
of  this  chapter  (Regulations  on  Proce¬ 
dure  and  Administration) . 

i  20.6325  Statutory  provisions;  re¬ 
lease  of  lien  or  partial  discharge  of 
property. 


Sec.  6325.  Release  of  lien  or  partial  dis- 
eharge  of  property — (a)  Release  of  lien. 
Subject  to  such  rules  or  regulations  as  the 
Secretary  or  his  delegate  may  prescribe,  the 
Secretary  or  his  delegate  may  issue  a  certifi¬ 
cate  of  release  of  any  lien  imposed  with 
respect  to  any  internal  revenue  tax  if — 

(1)  Liability  satisfied  or  unenforceable. 
The  Secretary  or  his  delegate  finds  that  the 
liability  for  the  amount  assessed,  together 
with  all  interest  in  respect  thereof,  has  been 
fully  satisfied,  has  become  legally  unenforce¬ 
able,  or,  in  the  case  of  the  estate  tax  imposed 
by  chapter  11  or  the  gift  tax  imposed  by 
chapter  12,  has  been  fully  satisfied  or  pro¬ 
vided  for;  or 

(2)  Bond  accepted.  There  is  furnished  to 
the  Secretary  or  his  delegate  and  accepted 
by  him  a  bond  that  is  conditioned  upon  the 
payment  of  the  amount  assessed,  together 
vrtth  all  interest  in  respect  thereof,  within 


the  time  prescribed  by  law  (including  any 
extension  of  such  time),  and  that  is  In  ac¬ 
cordance  with  such  requirements  relating  to 
terms,  conditions,  and  form  of  the  bond  and 
■vireties  thereon,  as  may  be  specified  by  such 
rules  or  regulations. 

(b)  Partial  discharge  of  property — (1) 
Property  double  the  amount  of  the  liability. 
Subject  to  such  rules  or  regulations  as  the 
Secretary  or  his  delegate  may  prescribe,  the 
Secretary  or  his  delegate  may  issue  a  certifi¬ 
cate  of  discharge  of  any  part  of  the  property 
subject  to  any  lien  imposed  imder  this 
chapter  if  the  Secretary  or  his  delegate  finds 
that  the  fair  market  value  of  that  part  of 
such  property  remaining  subject  to  the  lien 
is  at  least  double  the  amount  of  the  unsatis¬ 
fied  liability  secured  by  such  lien  and  the 
amount  of  all  other  liens  upon  such  property 
which  have  priority  to  such  lien. 

(2)  Part  payment  or  interest  of  United 
States  valueless.  Subject  to  such  rules  or 
regulations  as  the  Secretary  or  his  delegate 
may  prescribe,  the  Secretary  or  his  delegate 
may  issue  a  certificate  of  dischu-ge  of  any 
part  of  the  property  subject  to  the  lien  If — 

(A)  There  is  paid  over  to  the  Secretary  or 
his  delegate  in  part  satisfaction  of  the  lia¬ 
bility  secxired  by  the  lien  an  amoimt  det»- 
mined  by  the  Secretary  or  his  delegate,  which 
shall  not  be  less  than  the  value,  as  deter¬ 
mined  by  the  Secretary  or  his  delegate,  of  the 
interest  of  the  United  States  in  the  part  to 
be  so  discharged,  or 

(B)  The  Secretary  or  his  delegate  deter¬ 
mines  at  any  time  that  the  interest  of  the 
United  States  in  the  part  to  be  so  discharged 
has  no  value. 

In  determining  the  yalue  of  the  interest  of 
the  United  States  in  the  part  to  be  so  dis¬ 
charged,  the  Secretary  or  his  delegate  shall 
give  consideration  to  the  fair  market  value 
of  such  part  and  to  such  liens  thereon  as 
have  priority  to  the  lien  of  the  United  States. 

(c)  Effect  of  certificate  of  release  or  partial 
discharge.  A  certificate  of  release  or  of  par¬ 
tial  discharge  issued  under  this  section  shall 
be  held  conclusive  that  the  lien  upon  the 
property  covered  bfi  the  certificate  is 
extinguished. 

(d)  Cross  references.  (1)  For  single  bond 
compl3dng  with  the  requirements  of  both 
subsection  (a)  (2)  and  section  6165,  see 
section  7102. 

(2)  For  other  provisions  relating  to  bonds, 
see  generally  chapter  73. 

(3)  For  provisions  relating  to  suits  to  en¬ 
force  lien,  see  section  7403. 

(4)  For  provisions  relating  to  suits  to  clear 
title  to  realty,  see  section  7424. 

§  20.6325-1  Release  of  lien  or  partial 
discharge  of  property;  transfer  certifi¬ 
cates  in  nonresident  estates,  (a)  A  trans¬ 
fer  certificate  is  a  certificate  permitting 
the  transfer  of  property  of  a  nonresident 
decedent  without  liability.  Except  as 
provided  in  paragraph  (b)  of  this  sec¬ 
tion,  no  domestic  corporation  or  its 
transfer  agent  should  transfer  stock  reg¬ 
istered  in  the  name  of  a  non-resident 
decedent  (regardless  of  citizenship)  ex¬ 
cept  such  shares  which  have  been  sub¬ 
mitted  for  transfer  by  a  duly  qualified 
executor  or  administrator  who  has  been 
appointed  and  is  acting  in  the  United 
States,  without  first  requiring  a  transfer 
certificate  covering  all  of  the  decedent’s 
stock  of  the  corporation  and  showing 
that  the  transfer  may  be  made  without 
liabilty.  Corporations,  transfer  agents 
of  domestic  corporations,  transfer  agents 
of  foreign  corporations  (except  as  to 
shares  held  in  the  name  of  a  nonresident 
decedent  not  a  citizen  of  the  United 
States) ,  banks,  trust  companies,  or  other 
custodians  in  actual  or  constructive  pos¬ 


session  of  prcH^erty.  of  such  a  decedent 
can  insure  avoidance  of  liability  for  taxes 
and  penalties  only  by  demanding  and  re¬ 
ceiving  transfer  certificates  before  trans¬ 
fer  of  property  of  nonresident  dec^enta. 

(b)  A  transfer  certificate  ia  not  re¬ 
quired  in  the  case  of  a  noiiresident  dece¬ 
dent  not  a  citizen  of  the  United  States 
if,  as  of  the  date  of  the  decedent’s  death* 
the  total  value  of  his  gross  estate  sit¬ 
uated  in  the  United  States  is  not  In  ex¬ 
cess  of  $2,060.  In  Uiis  connection,  a 
corporation,  transfer  agent,  baidc,  trust 
company  or  other  eustodicm  wfil  not  in¬ 
cur  liability  for  a  transfer  of  the  dece¬ 
dent’s  properly  if  the  corporation  or 
other  person,  having  no  information  to 
the  contrary,  first  receives  from  the  ex¬ 
ecutor  or  other  re^x>nsible  person,  who 
may  be  reasonably  regarded  as  in  pos- 
sessi(Hi  of  the  iiertinent  facts,  a  state¬ 
ment  that  the  total  value,  as  oi  the  date 
of  the  decedent’s  death,  of  that  part  of  ' 
his  gross  estate  situated  in  the  United 
States  is  not  in  excess  of  $2,000.  Also,  a 
transfer  certificate  is  not  required  for 
bonds  owned  by  a  nonresident  decedent 
who  was  not  a  citizen  of  the  United 
States  at  the  time  of  his  death  if  it  is 
shown  that  the  bonds  were  not  phys¬ 
ically  situated  in  the  United  States  at  the 
time  of  his  death. 

(c)  A  transfer  certificate  will  be  Issued 
by  the  district  director  when  he  is  satis¬ 
fied  that  the  tax  imposed  upon  the  estate, 
if  any,  has  been  fully  discharged  or  pro¬ 
vided  for.  The  tax  will  be  considered 
fully  discharged  for  purposes  of  the  is¬ 
suance  of  a  transfer  certificate  only 
when  investigation*  has  been  cmnpleted 
and  payment  of  the  tax,  including  any 
deficiency  finally  determined,  has  been 
made.  If  the  tax  liability  has  not  been 
fully  discharged,  transfer  certificates 
may  be  issued  permitting  the  transfer  of 
particular  ^items  of  property  without 
liability  upon  the  filing  with  the  district 
director  of  such  security  as  he  may  re¬ 
quire.  No  transfer  ^certificate  is  required 
in  an  estate  of  a  resident  decedent.  Fur¬ 
ther,  in  the  case  of  an  estate  of  a 
nonresident  decedent  (regardless  of  cit¬ 
izenship)  a  transfer  certificate  is  not 
required  with  respept  to  property  which 
is  being  administered  by  an  executor  or 
administrator  appointed,  qualified,  and 
acting  within  the  United  States.  For  ad¬ 
ditional  regulations  imder  section  6325, 
see  §  301.6325-1  of  this  chapter  (Regu¬ 
lations  on  Procedure  and  Administra¬ 
tion)  . 

§  20.6601  Statutory  provisions;  inter¬ 
est  on  underpayment,  nonpayment,  or 
extensions  of  time  for  payment,  of  tax. 

Sic.  8601.  Interest  on  underpayment,  non¬ 
payment,  or  extensions  of  time  for  payment, 
of  tax — (a)  General  rule.  11  any  ^o\int  of 
tax  Imposed  by  this  title  (whether  inquired 
to  be  shown  on  a  return,  or  to  be  paid  by 
stamp  or  by  some  other  method)  Is  not  paid 
on  or  before  the  last  date  prescribed  for  pay¬ 
ment,  interest  on  such  amount  at  the  rate  of 
6  percent  per  annum  shaU  be  paid  for  the  pe¬ 
riod  from  such  last  date  to  the  date  paid. 

(b)  Extensions  of  time  for  payment  of 
estate  tax.  If  the  tim^  for  payment  of  an 
amount  of  tax  impoeed  by  chapter  11  is  ex¬ 
tended  as  provided  in  section  6161  (a)  (2)  or 
if  postponement  of  the  payment  of  an 
amount  of  such  tax  is  permitted  by  section 
6163  (a),  interest  shall  be  paid  at  the  rate 
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of  4  percent.  In  lieu  of  6  percent  M  provided 
In  subsection  (a) . 

•  ^ 

§20.6601-1  Interett  on  underpay-- ^ 
ment,  nonpayment,  or  extensions  oi  time  * 
for  payment,  of  tax.  For  regulations 
cbnceming  interest  on  underpas^ents, 
etc.,  see  §  301.6601-1  of  this  chapter 
(Regulatons  on  Procedure  and  Admin¬ 
istration)  . 

§  20.7101  Statutory  provisions;  form 
0f  bonds. 

Sic.  J7101.  Form  of  bonds.  Whenever,  pur¬ 
suant  to  the  provisions  of  this  title  (other 
than  sections  7485  and  6803  (a)  ( 1 ) ) .  or  rules 
or  regulations  prescribed  under  authority  of 
this  title,  a  person  is  required  to  furnish  a 
bond  or  security — 

(1)  General  rule.  Such  bond  or  secvirity 
shall  be  in  such  form  and  with  such  stuety 
or  sureties  as  may  be  prescribed  by  regula¬ 
tions  Issued  by  the  Secretary  or  his  delegate. 

(2)  United  States  bonds  and  notes  in  lieu  _ 
of  surety  bonds.  The  person  required  to  fur¬ 
nish  such  bond  or  security  may,  in  lieu 
thereof,  deposit  bonds  or  notes  of  the  United 
States  as  provided  in  6  U.  S.  C.  15. 

i  20.7101-1  Form  of  bonds.  See  para¬ 
graph  (b>  of  §  20.616&-1  for  the  form  of 
the  bond  required  in  any  case  in  which 
the  payment  of  the  tax  attributable  to  a 
reversionary  or  remainder  interest  has 
been  postponed  under  the  provisions  of 
§  20.6163-1.  For  further  provisions  re¬ 
lating  to  bonds,  see  §  20.6165-1  and  the 
regulations  under  sections  6165  and  7101 
contained  in  Part  301  of  this  chapter 
(Regulations  on  Procedure  and  Adminis¬ 
tration)  . 

§  20.7404  Statutory  provisions;  au¬ 
thority  to  bring  civil  action  for  estate 
taxes. 

Sic.  7404.  Authority  to  bring  ciiHl  action 
for  estate  taxes.  If  the  estate  tax'  imposed 
toy  chapter  11  is  not  paid  on  or  before  the 
due  date  thereof,  the  Secretary  or  his  dele¬ 
gate  shall  proceed  to  collect  the  tax  under 
the  provisions  of  general  law;  or  appropriate 
proceedings  in  the  name  of  the  United  States 
may  be  commenced  in  any  court  of  the 
United  States  having  Jurisdiction  to  subject 
the  property  of  the  decedent  to  be  sold  under 
the  Judgment  or  decfee  of  the  court.  From 
the  proceeds  of  such  sale  the  amoiint  of  the 
tax,  together  with  the  costs  and  expenses  of 
every  description  to  be  allowed  by  the  court, 
shaU  be  first  paid,  and  the  balance  shall  be 
deposited  according  to  the  order  of  the  court, 
to  be  p>aid  under  its  direction  to  the  person 
entitled  thereto.  This  section  insofar  as  it 
applies  to  the  collection  of  a  deficiency  shall 
be  subject  to  the  provisions  of  sections  6213 
and  6601. 

Par.  2.  Section  301.6503  (e)  of  the  Reg¬ 
ulations  on  Procedure  and  Administra¬ 
tion  (26  CTR  Part  301)  is  amended; 

(A)  By  redesignating  such  section  as 
§  301.6503  (f). 

(Bh  By  redesignating  subsection  (e) 
of  section  6503,  set  forth  therein,  as  /sub¬ 
section  (f). 

(C)  By  adding  at  the  end  of  the  sec¬ 
tion  a  historical  note  reading: 

[Sec.  6503  (f)  as  redesignated  by  sec.  2.  Act 
of  Aug.  6.  1956  (Pub.  Law  1011,  84th  Cong., 
70  Stat.  1075)  ] 

Par.  3.  There  Is  Inserted  after 
§  301.6503  (d)-l  the  following  new  sec¬ 
tions: 


RULES  AND  REGULATIONS 

§  301.6503  (e)  Statutory  provisions; 
suspension  of  running  of  period  of  limi¬ 
tation;  certain  powers  of  appointment. 

Sec.  6503.  Suspension  of  running  of  period 
of  limitation.  •  •  • 

(e)  Certain  powers  of  appointment.  The 
running  of  the  period  of  limitations  for  as¬ 
sessment  of  collection  of  any  tax  imposed 
by  chapter  11  shall  be  suspended  in  respect 
of  the  estate  of  a  decedent  claiming  a  deduc¬ 
tion  under  section  2055  (b)  (2)  until  30  days 
after  the  expiration  of  the  period  for  assess¬ 
ment  or  collection  of  the  tax  imposed  by 
chapter  11  on  the  estate  of  the  surviving 
spouse. 

[Sec.  6503  (e)  as  added  by  sec.  2.  Act  of  Aug. 
6,  1956  (Pub.  Law  1011,  84th  Cong.,  70  Stat., 
1075)  ] 

§  301.6503  (e)-l  Suspension  of  run¬ 
ning  of  period  of  limitation;  certain 
powers  of  appointment.  Where  the 
estate  of  a  decedent  is  allowed  an  estate 
tax  charitable  deduction  under  the  pro¬ 
visions  of  section  2055  (b)  (2)  (with  re¬ 
spect  to  property  over  which  the  dece¬ 
dent’s  surviving  spouse  was  given  a  power 
of  appointment  exercisable  in  favor  of 
charitable  organizations)  subject  to  the 
later  disallowance  of  the  deduction  if  all 
conditions  set  forth  in  section  2055  (b) 
(2)  are  not  complied  with,  the  running 
of  the  period  of  limitation  for  assessment 
or  collection  of  any  estate  tax  imposed  on 
the  decedent’s  estate  is  suspended  until 
30  days  after  the  expiration  of  the  period 
for  assessment  or  collection  of  the  estate 
tax  imposed  on  the  estate  of  the  dece¬ 
dent’s  surviving  spouse. 

[SEAL]  Russell  O.  Harrington, 
Commissioner  of  Internal  Revenue. 

Approved:  June  16, 1958. 

Fred  C.  Scribner,  Jr., 

Acting  Secretary  of  the  Treasury. 

(F.  B.  Doc.  58-4658;  Filed,  June  23,  1958; 

8:45  a.  m.] 

TITLE  7— AGRICULTURE 

Chapter  III — Agricultural  Research 
Service,  Department  of  Agriculture 

Part  362-^Regulations  for  Enforcement 
OF  Federal  Insecticide,  Fungicide,  and 
Rodenticide  Act 

REVOCATION  OF  INTERPRETATION  WITH  RE¬ 
SPECT  TO  LABELING  OF  INSECTICIDES 
CONTAINING  BENZENE  HEXACHLORIDE  AND 
INTERPRETATION  WITH  RESPECT  TO  LABEL¬ 
ING  OF  INSECTICIDES  CONTAINING  DDT 

Since  the  issuance  of  Interpretation  14 
with  respect  to  labeling  of  insecticides 
containing  benzene  hexachloride  (7  CFR 
362.112)  and  Interpretation  16,  as 
amended,  with  respect  to  labeling  of 
insecticides  containing  DDT  (7  C3PR 
362.114),  various  changes  in  the  produc¬ 
tion,  use,  and  requirements  as  to  the  use, 
of  benzene  hexachloride  and  DDT  have 
rendered-  these  interpretations  obsolete. 
At  the  time  these  interpretations  were 
issued  benzene  hexachloride  and  DDT 
were  comparatively  new  insecticides,  and 
there  was  some  uncertainty  as  to  the 
labeling  requirements  for  them.  The  in¬ 
dustry  has  now  had  considerable  experi¬ 
ence  in  the  production  and  marketing  of 


these  insecticides  and  it  is  felt  that  in. 
terpretations  with  respect  to  their  labdl 
ing  are  no  longer  needed.  Therefore 
pursuant  to  the  authority  vested  ifi 
by  §  362.3  of  the  regulations  (7  cfd 
362.3)  under  the  Federal  Insecticide. 
Fungicide,  and  Rodenticide  Act  (7  U.  Sc 
135-135k) ,  Interpretation  14  with  r^p^ 
to  the  labeling  of  insecticides  containinr 
benzene  hexachloride  and  Interpretotl^ 
16,  as  amended,  with  respect  to  labeling 
of  insecticides  containing  DDT  are  re. 
voked  effective  upon  publication  of  thig 
document  in  the  Federal  Register. 

(Sec.  6.  61  Stat.  168;  7  U.  S.  C.  135<1) 

Done  at  Washington,  D.  C.,  this  19th 
day  of  June  1958.  ^  • 

[SEAL]  E.  D.  Burgess, 

Director, 

Plant  Pest  Control  Division. 

[F.  B.  Doc.  58-4747;  FUed,  June  28,  1951; 
8:48  a.m.] 


Chapter  VII — Commodity  Stabilixq. 
tion  Service  (Farm  Marketing 
Quotas  and  Acreage  Allotments), 
Department  of  Agriculture 

Part  728 — ^Wheat 
Subpart — 1959-60  Marketing  Year 

COUNTY  ACREAGE  ALLOTMENTS  FOR  1«5| 
CROP  OF  WHEAT 

The  amendments  herein  have  been  de¬ 
termined  in  conformity  with  the  provi¬ 
sions  of  section  334  of  the  Agricultural 
Adjustment  Act  of  1938,  as  amended. 
The  purpose  of  this  document  is  to  an¬ 
nounce  the  corrected  figure  of  the  total 
acreage  apportioned  in  the  State  of 
North  Carolina  and  changes  in  tte, 
county  reserve  for  appeals  and  correo. 
tions  for  the  counties  of  Gove  and  Rus¬ 
sell  in  the  State  of  Kansas  and  Cape 
May  Coimty,  New  Jersey,  which  were 
originally  published  in  the  Federal  Rec- 
ISTER  on  May  29,  1958  (23  F.  R.  3691). 
The  1959  farm  wheat  acreage  allotmmts 
in  the  three  counties  named  above  have 
been  determined  on  the  basis  of  the 
amended  county  reserve  for  appeals  and 
corrections  contained  herein.  Accord¬ 
ingly.  it  is  hereby  found  that  compliance 
with  the  public  notice,  procedure  and 
effective  date  provisions_of  the  Adminis¬ 
trative  Procedure  Act  (5  U.  S.  C.  1003) 
is  unnecessary  and  contrary  to  the  pubUe 
interest  and  the  amendments  herein 
shall  become  effective  upon  the  date  of 
their  publication  in  the  Federal  Reg¬ 
ister. 

Section  728.907  is  amended  by  chang¬ 
ing  the  total  acreage  apportioned  in  the 
State' of  North  Carolina  to  296,356  acres 
and  by  changing  the  county  reserve  for 
appeals  and  corrections  for  the  following 
three  counties  to  read  as  follows: 

Acres 


Gove  County,  Kansas _ a _ _ _ _  291 

Bussell  County,  Kansas _ _  370 

Cape  May  County,  New  Jersey _ _  88 


(Sec.  375,  52  Stat.  66;  7  U.  S.  O.  1375.  Inter- 
]^et8  or  applies  sec.  334,  52  Stat.  54;  7  U.  S.  C. 
1334) 


fuesday.  June  24, 1958 


FEDERAL  REGISTER 
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^  at  Washington,  D.  C.,  thfi  18th  inability  to  market  that  part  of  the  quota  column  <1)  and  the  amoimt  of  each  such 
^june  1958.  Witness  my  hand  and  for  such  area  alloted  under  the  provisions  quota  that  may  be  filled  by  direct-con- 
8*al  of  the  Department  of  Agricul-  of  section  202  <a)  (2)  of  the  act,  shall  sumption  sugar  is  estal^hed  in  column 
,  first  be  prorated  to  other idomestic  areas  (2).  as  fc^ows: 

»r4,TT*  ■M-rkoc*  basis  of  the  quotas  Uien  in  effect, 

®  •  and  the  remainder  of  such  deficit  to  be 
Acting  Secretary.  prorated  to  other  domestic  areas  and 
a.  Doc.  68-4761;  Piled,  June  23,  1958;  Cuba  on  the  basiS  of  quotas  then  in  effect. 

8:49  a.  m.]  act  also  provides  that  the  quota 

for  any  area  as  establii^ed  under  the 
— provisions  of  section  202  shall  not  be  re¬ 
duced  by  reason  of  any  determination'  of 
jpter  VIII— Commodify  Slabiliza-  a  deficit. 

ion  Service  (Sugar),  Department  of  In  order  to  afford  sellers  of  sugar  in 
knriculture  -affected  areas  an  adequate  opportuni^ 

to  plan  marketings  and  to  market  the 
Ji^r  8— Sugar  Raquiremuntt  and  Quotas  additional  sugar  authorized  by  this 

(Sugar  Reg.  811,  Arndt.  5]  amendment,  and  thereby  protect  the  China! 

oii_rm»TmENTAL  Sugar  Reouire-  welfare  of  consumers,  it  is  essential  that 
’  this  amendment  be  made  effective  im- 

.BKTs  Aim  Akea  Quotas  mediately.  Therefore,  it  is  hereby  de- 

giEKMENTS,  QUOTAS  AND  QUOTA  DEFICITS  termined  and  found  that  compliance 
1958’,  MISCELLANEOUS  AMENDMENTS  with  the  notice,  procedure  and  effective 

art  sad  imrpose.  The  purpose  of 

aTBeguiation  811  is  to  determine.  Profedure  Act  is  unnM^OT.  Impracti- 
^t  to  section  201  of  the  Sugar  Act 

IMS.  as  amended  (hereinafter  called  hhd  the  anmndment  herein  shall  jecome 
IS),  the  amount  of  sugar  needed  to  when  published  in  the  Pedeeal 

it  tbe  requirements  of  consumers  in  .....  *  j .  ... 

cS^tal  united  States  for  the  By  virtue  of  the  authority  vestrt  to  the 

iX  year  1958  and  to  estabUsh,  pur- 

Sto  lections  202.  204  and  411  of  the  f 

otiH  fni*  &IHdlQCd)  &1UC1  vxl0  AQmiriifitr&tiiVG  PTO* 

reST?e^"o“  ®VvV 

ugar,  raw  value,  equal  to  the  quantity  Jilo .  03  35^2^ 

Bnnined  by  the  Secretary  of  Agricul-  10T32,  23  P.  R.  2785,  3252,  3512, 

rSbe  needed  in  1958.  This  regula-  3654)  are  amended  and  a  new  §  811  5  is 
;  also  establishes  pursuant  to  section 

of  (he  act  the  quantity  of  quota  that  S^otion  811.1  is  amended  to  read. 

^  be  filled  by  direct-consumption  sug-  §811.1  Sugar  requirements,  1958. 

and  pursuant  to  section  208,  quotas  The  amount  of  sugar  needed  to  meet  the 
liquid  sugar  which  may  be  entered  requirements  of  consumers  in  the  conti- 
)  the  continental  United  States.  nental  United  States  for  the  calendar 

he  act  requires  that  the  Secretary  year  1958  is  hereby  determined  to  be 
11  revise  the  determination  of  sugar  9,000,000  short  tons,  raw  value. 

uirements  at  such  times  during  the  ^  ^  amended  to  read: 

jndar  year  as  may  be  necessary.  It  w 

1  appears  that  an  increase  in  the  es-  §  811.2  ^otas  for  domestic  areas. 

ate  of  requirements  for  the  calendar  (a)  For  the  calendar  year  1958  quotas  for 
r  1968  is  necessary.  JThe  purpose  of  sugar  to  be  brought  into  or  marketed  for 
5  amendment  is  to  make  such  deter-  consumption  in  the  continental  United 
lation'^conform  to  the  requirements  States  from  domestic  areas  are  estab- 
icated  on  the  basis  of  the  factors  spec-  lished  in  column  (1)  and  the  amounts  of 
1  in  section  201  of  the  act,  as  such  quotas  for  offshore  areas  that  may 
ended,  and  to  give  effect  to  the  revised  be  filled  by  direct-consumption  sugar  are 
ermination.  established  in  column  (2)  as  follows: 

he  purpose  of  this  action,  also,  is  to  . 

KW  ovvvEir,,^  RQ11A  W  T5  0-7QR  [Short  tOM,  TOW  ValUS] 


Direct-con- 

sumption 

limit 


Country 


Republic  of  tbe  Philippines. 

Cuba . . . . 

Pen! . — 

Dominican  Republic . 

Mexico . . . 


9801000 

3,001,295 

78,307 

61,667- 

44,409 

11,731 

6,179 

3,453 

3,386 

3,386 

3,381 

631 

516 

182 


Nicaragua. 


Costa  Rira. 


Canada _ _ 

United  Kingdom. 


British  Quina.. 


All  other  countries. 


4.  Section  811.4  is  amended  to  rea^: 

§  811.4  Determination  and  proration 
of  area  deficits  and  adjusted  quotas — (a) 
Deficit  in  quotas  established  ini  811.2.  It 
is  hereby  determined,  pursuant  to  sub¬ 
section  (a)  of  section  204  of  (he  act,  that 
for  the  calendar  year  1958,  Hawaii  and 
Puerto  Rico  will  be  unable  by  325,496  and 
325,253  short  tons,  raw  value,  of  sugar, 
respectively,  to  market  the  quotas  estab¬ 
lished  for  such  areas  in  §  811.2. 

(b)  Quotas  in  effect  upon  proration  of 
deficits  in  parts  of  quotas  established 
pursuant  to  section  202  (a)  (2).  The 
part  of  the  deficits  determined  in  para¬ 
graph  (a)  of  this  section  applicable  to 
that  portion  of  the  quotas  in  §  811.2 
established  pursuant  to  the  provisions  of 
section  202  (a)  (2)  of  the  act,  which 
amounts  to  98,749  short  tons,  raw  value, 
is  hereby  prorated  on  the  basis  of  the 
quotas  established  in  §  811.2  to  domestic 
areas  to  the  extent  toch  such  area  is 
able  to  supply  additional  quanidties.  The 
quotas  for  such  areas  in  effect  upon  pub¬ 
lication  of  (his  paragraph  in  the  Federal 
Register  shall  be  those  established  in 
§  811.2  plus  the  quantities  prorated 
herein,  as  follows: 

[Short  tons,  raw  value] 


{  Quotas  in- 
Prorated  eluding 
herein  prwationa 
i  herein 


8,039,465 

634,486 

1,090,496 

1,140,253 

15,549 


Domestic  beet  sugar. 
Mainland  cane  sugar. 


76,613 

23,336 


Hawaii. 


Puerto  Rico.... 
Virgin  Iriands.. 


(c)  Quotas  in  effect  upon  proration  of 
deficits  in  part  of  quotas  otherwise  es- 
tablished.  Imme^ately  after  the  quotas 
established  in  paragraph  (b)  of  this 
section  become  effective,  the  quantity  by 
which  the  deficit  determined  in  para¬ 
graph  (a)  of  this  section  exceeds  the 
quantity  prorated  in  paragraph  (b)  ot 
this  section,  which  amounts  to  552,000 
short  tons,  raw  value,  is  hereby  prorated 
bn  the  basis  of  the  quotas  in  effect  pur¬ 
suant  to  paragraph  (b)  of  tills  section 
for  dmnestic  areas  and  pursuant  to 
§  811.3  for  Cuba,  to  the  domestic  areas 


Area 

Quota  ^ 

i 

Direct-con¬ 

sumption 

limit 

1 

Domestic  beet  sugar _ 

Mainland  cane  sugar _ 

Hawaii _ 

Puerto  Rico _ 

Virgin  T.qland.q  _ _ 

1,953,952  ; 

601,250  1 
1,090,496  ! 
1,140,253  : 
15,549  I 

^  No  limit 

1  No  limit 
'  30,700. 

133,064 

1  0 

i 
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able  to  supply  additional  sugar  and  Cuba. 
Thereupon,  the  following  quotas  shall 
be  in  effect,  such  quotas  consisting  of 
those  established  in  paragraph  (b)  of 
this  section  for  domestic  areas  and  in 
S  811.3  for  Cuba  plus  the  quantities  pro¬ 
rated  in  this  paragraph: 

[Short  tons,  raw  value] 


V  4 

Area 

Prorated 

herein 

Quotas 
Including 
prorations 
herein  and 
in  par.  (b) 
of  this  sec¬ 
tion 

> 

198,093 
60,955 
'  0 

2,227,558 

685,441 

1,090,496 
1, 140,  253 

0 

0 

15,649 

292,952 

3,294, 247 

5.  Section  811.5  is  added  to  read: 


•  §  811.5  Proration  of  portions  of  quotas 
established  in  %  811.3  in  excess  of  the 
limitations  on  importations  established 
in  §  811.9.  It  is  hereby  determined  that^ 
for  the  calendar  year  1958  Peru  and 
Costa  Rica  will  be  imable  by  22,619  and 
2,258  short  tons,  raw  value,  respectively, 
to  fill  their  quotas  as  established  in 
§  811.3  because  of  the  import  limitations 
established  in  §  811.9  for  countries  which 
are  not  members  of  the  International 
Sugar  Agreement.  Accordingly,  the 
quantity  by  which  Peru  and  Costa  Rica 
will  be  unable  to  fill  their  quotas, 
amounting  to  24,877  short  tons,  raw 
value,  is  hereby  prorated  to  other  for¬ 
eign  countries,  other  than  Cuba  and  the 
Republic  of  the  Philippines,  on  the  basis 
of  their  respective  quotas  as  established 
in  §  81L3.  Thereupon,  the  following 
quotas  shall  be  in  effect,  such  quotas 
consisting  of  the  quantities  prorated  in 
this  paragraph,  in  addition  to  the  quotas 
established  in  §  811.3: 


(Short  tons,  raw  value] 


Area 

Prorated 

herein 

Quotas 

including 

pro- 

rations 

herein 

Direct- 

consump¬ 

tion 

lii^ts 

Dominican  Republic... 

11,310 

72,967 

8,523 

Mexico _ 

8,146 

62,555 

15,481 

Nicaragua _ 

2,152 

13,883 

10,208 

Haiti. . 

1, 134 

7,.313 

7,313 

Netherlands _ 

633 

4,086 

4,086 

China _ _ _ 

621 

4,007 

4,007 

Panama . . . 

621 

4,007 

4,007 

Canada . . 

116 

747 

747 

United  Kingdom _ 

95 

611 

611 

Belgium . ' _ 

33 

215 

215 

British  Ouiana . . 

15 

99 

99 

Hong  Kong . 

1 

4 

4 

All  other . . . 

0 

0 

0 

STATEMENT  OF  BASES  AND  CONSIDERATIONS 


Requirements.  We  are  entering  the 
period  of  heavy  seasonal  demand  for 
sugar.  Inventories  of  refiners  and  im¬ 
porters  on  the  first  of  June  were  below 
those  of  the  same  date  in  1957  and  in¬ 
dications  are  that  consumer  inventories 
are  moderate.  The  pressure  to  sell  and 
ship  sugar  has  diminished  now  that  the 
harvesting  season  in  the  Caribbean'Area 
is  nearing  completion.  The  market  sit¬ 
uation  as  refiected  by  the  wholesale  price 
of  sugar  in  New  York  continues  strong. 

In  view  of  these  facts  the  total  of 
sugar  quotas  is  increased  100,000  tons  to 
9,000,000  short  tons,  raw  value. 


Quotas.  The  quotas  established  In 
SS  811.2  and  811.3  were  determined  in 
compliance  with  the  specific  procedures 
provided  in  section  202  of  the  act  for 
translating  the  total  sugar  requirements 
into  quotas  for  individual  areas  and 
countries. 

The  amounts  of  the  quotas  which  may 
be  filled  by  direct-consiimption  sugar 
were  established  pursuant  to  section  207 
of  the  act.  which  specifies  the  quantity 
for  some  countries  and  provides  the  pro¬ 
cedures  for  determining  the  others. 

Deficits  in  the  quotas  for  Hawaii  and 
Puerto  Rico  are  determined  in  §  811.4  • 
(a)  on  the  basis  of  the  quotas  for  these 
areas  as  herein  established  in  §  811.2, 
and  the  expectation  that  the  total  supply 
of  sugar  available  for  marketing  in  the 
continental  United  States  from  Hawaii 
will  not  exceed  '?65,000  short  tons,  raw 
value,  and  from  Puerto  Rico  will  not 
exceed  815,000  tons. 

The  Virgin  Islands  will  not  have  a 
sufficient  supply  of  sugar  to  participate 
in  filling  any  part  of  the  deficits  herein 
determined.  Accordingly,  deficits  of 
325,496  and  325,253  short  tons,  raw  value, 
in  the  mainland  quotas  for  Hawaii  and 
Puerto  Rico,  respectively,  are  hereby  de¬ 
termined,  and  pursuant  to  section  204 

(a)  of  the  act.  98,749  tons  are  prorated 
to  domestic  areas 'able  to  market  addi¬ 
tional  sugar  on  the  basis  of  the  quotas 
for  such  areas  as  established  in  §  811.2 
and  552,000  tons  are  prorated  to  such 
domestic  areas  and  Cuba  on  the  basis  of 
the  quotas  in  effect  after  proration  of 
the  98,749  tons. 

Pursuant  to  section  411  of  the  act  the 
Secretary  is  authorized  to  issue  such  reg¬ 
ulations  as  may  be  necessary  to  carry  out 
Article  7  of  the  International  Sugar 
Agreement.  Accordingly,  limitations  on 
the  1958  imports  of  sugar  from  Peru  of 
55,588  tons  and  from  Costa  Rica  of  1,123 
tons  were  established  in  §  811.9  (22  F.  R. 
10732) .  The  quotas  established  in  §  811.3 
exceed  such  limitations  by  22,619  tons  for 
Peru  and  2,258  tons  for  Costa  Rica.  The 
total  of  such  quantities  amounting  to 
24,877  tons,  is  hereby  prorated  to  other 
foreign  countries,  other  than  Cuba  and 
the  Republic  of  the  Philippines,  on  the 
basis  of  the  respective  quotas  as  estab¬ 
lished  in  §  811.3,  pursuant  to  section  204 

(b)  of  the  act. 

(Sec.  403,  61  Stat.  932;  7  U.  S.  C.  1153.  Inter¬ 
prets  or  applies  secs.  202,  204;  61  Stat.  924, 
925;  7  U.  S.  C.  1112,  1114) 

Done  at  Washington,  D.  C.,  this  18th 
day  o|  June  1958. 

[seal]  True  D.  Morse, 

Acting  Secretary. 

[F.  R.  Doc.  58-4750;  Filed.  June  23.  1958; 

8:49  a.  m.] 


TITLE  16— COMMERCIAL 
PRACTICES 

Chapter  I — Federal  Trade  Commission 

^  [Docket  6972] 

Part  13 — ^Digest  op  Cease  and  Desist 
Orders  , 

ALUinNUM  COOKING  UTENSIL  CO.,  INC. 

Subpart — Advertising  falsely  or  mis-' 
leadingly:  §  13.20  Comparative  data  or 


.  ’  [  * 

merits;  §  13.105  Individual’s  special  te, 
lection  or  situation;  §  13.170  QuaUtie^  o 
properties  of  prodtCtt  or  service;  5  13  2te  ^ 
Scientific  or  other  relevant  facts;  $  13  2m 
Unique  nature  or  advantages.  Subpa^  * 

Misrepresenting  oneself  and  antyff  t 

Goods:  §  13.1575  Comparative  data  or 
merits;  §  13.1663  Individual’s  special 
selection  or  situation;  §  13.1710  Qualitfet 
or  properties;  §  13.1740  Scientific  or  other 
relevant  facts;  §  13.1770  Unique  nature 
or  advantages.  > 

(Sec.  6,  38  Stat.  721;  15  U.  S.  C.  46.  Interpret 
of  apply  sec.  6,  38  Stat.  719,  as  amendedfu 
U.  S.  C.  45)  (Cease  and  desist  order.  The  ■ 
Aluminum  Cooking  Utensil  Co.,  Inc.,  nee 
Kensington,  Pa.,  Docket  6972,  May  21,196*1 

This  proceeding  was  heard  by  a  hear- 
ing  examiner  on  the  complaint  of  tbe 
Commission  charging  the  manufacturer 
in  New  Kensington.  Pa.,  of  “Wear-^er" 
aluminum  cooking  utensils,  designed  to 
employ  the  so-called  “waterless"  method 
of  cooking,  selling  its  products  chiefly  by 
representatives  who  gave  demonstratioia 
before  groups  of  purchasers,  with  mis. 
representing  the  health  benefits  obtained 
by  cooking  with  its  utensils  and  their 
superiority  over  competitive  product!, 
and  that  potential  customers  were 
selected  by  its  advertising  departme^  to 
receive  a  special  gift,  among  other  thlngi. 

Following  acceptance  of  an  agreemeid 
containing  donsent  order,  the  hearing 
examiner  made  his  initial  decision  and 
order  to  cease  and  desist  which  became 
on  May  21  the  decision  of  the  Comxnii. 
Sion. 

The  order  to  cease  and  desist,  as  modi¬ 
fied  by  the  Commission,  is  as  foUows: 

It  is  ordered.  That  respondent  Wear- 
Ever  Aluminum.  Inc.,  a  corporation,  for¬ 
merly  The  Aluminum  Cooking  Utmi^ 
Company.  Inc.,  and  its  officers,  and  re¬ 
spondent’s  representatives,  agents,  and 
employees,  directly  or  through  any 
corporate  or  other  device,  in  connection 
with  the  offering  for  sale,  sale,  or  dis¬ 
tribution  in  commerce,  as  “commerce"  is 
defined  in  the  Federal  Trade  Commission 
Act.  of  cooking  utensils  made  of  alumi¬ 
num,  or  any  other  product  of  substan¬ 
tially  similar  composition,  design,' con¬ 
struction,  or  purpose,  do  forthwith  cease 
and  desist  from: 

1.  Representing,  directly  or  by  impli¬ 
cation: 

(a)  That  the  use  of  respondent’s 
utensils  and  the  “waterless”  method  (rf 
cooking  will  promote  or  is  conducive  to 
better  health  when  compared  to  other 
modem  cooking  utensils,  namely,  other 
utensils  employing  the  “waterless” 
method  of  cooking  and  those  utensik 
known  as  pressure  cookers  and  as  steam¬ 
ers.  However,  nothing  contained  herein 
shall  prevent  respondent  from  repre¬ 
senting  that  more  vitamins  and  minerals 
are  retained  in  food  cooked  in  their 
utensils  and  using  the  “waterless" 
method  of  cooking  than  when  cooked  in 
other  utensils  requiring  substantially 
larger  quantities  of  water. 

(b)  That  the  use  of  respondent’s  uten¬ 
sils  and  the  “waterless"  method  of  cook¬ 
ing  will  promote  or  is  conducive  to  better 
health  except  in  the  cases  of  persons  who 
are  deficient  in  the  food  elements  which 
may  be  lost,  damaged  or  destroyed  in 
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<e)  That  the  “waterless”  method  of 
1«  peculiar  to  the  use  of  re- 
products. 

®?^That  the  “waterless”  method  of 
cooking  can  only  be  accomplished  in 
.inminum  utensils. 

less  food  is  required  to  satisfy 
hunger  when  prepared  in  respondent’s 
it^ils  using  the  “waterless”  method  of 
cooking  than  when  otherwise  prepared. 

(f)  That  the  magnesium  in  food  is 
-Nature’s  Laxative”  and  if  it  is  boiled 
out  of  food,  laxatives  must  be  purchased 
at  the  drug  store. 

(g)  That  potential  customers  have 
Keen  selected  by  the  advertising  depart¬ 
ment  of  Wear-Ever  cookware  to  receive 
a  special  gift,  unless  such  is  the  fact. 

2.  famishing  means  or  instrumentali¬ 
ties  to  others  by  and  through  which  they 
may  mislead  and  deceive  the  public  re- 
•necting  the  matters  set  forth  in  para¬ 
graph  1  hereof. 

By  “Decision  of  the  Commission”,  etc., 
report  of  compliance  was  required  as 
follows: 

It  is  further  ordered  That  respondent, 
Wear-Ever  Aluminum,  Inc.,  a  corpora¬ 
tion,  formerly  The  Aluminum  Cooking 
UtOJSll  Company,  Inc.,  shall,  within 
sixty  (60)  days  after  service  upon  it  of 
this  decision,  file  with  the  Commission  a 
report,  in  writing,  setting  forth  in  detail 
the  manner  and  form  in  which  it  has 
ecnnplied  with  the  order  contained  in  the 
aforesaid  initial  decision  as  modified. 

Issued:.  May  21, 1958. 

By  the  Commission. 

[SEAL]  Robert  M.  Parrish, 

Secretary. 

[P.  R.  Doc.  68-4742;  Piled,  Jtine  23,  1958; 

8:47  a.  m.J 


[Docket  7038] 

Part  13 — Digest  of  Cease  and  Desist 
Orders 

NATIONWIDE  CLOTHIERS,  INC.,  ET  AL. 

Snbpart — Advertising  falsely  or  mis- 
leadingly:  §  13.155  Prices:  Exaggerated 
as  regular  and  customary.  Subpart — 
Mi^anding  or  mislabeling:  §  13.1190 
Composition:  Wool  Products  Labeling 
Act:  §  13.1212  Formal  regulatory  and 
statutory  requirements:  Wool  Products 
Labeling  Act.  Subpart — Neglecting,  un~ 
fairly  or  deceptively,  to  make  material 
disclosure:  §  13.1852  Formal  regulatory 


and  statutory  requirements:  Wool  Prod¬ 


ucts  Labeling  Act. 


(Sec.  6,  38  Stat.  721;  15  U.  S.  C.  46.  Inter¬ 
pret  or  apply  sec.  6,  38  Stat.  719,  as  amended, 
secs.  2-5,  54  Stat.  1128-1130;  15  U.  S.  C.  45, 
®6-68  (c)")  [Cease  and  desist  order.  Nation¬ 
wide  Clothiers,  Inc.  (New  York,  N.  Y.),  et 
»!.,  Docket  7038,  May  21, 1958] 


In  the  Matter  of  Nationwide  Clothiers, 
Inc.,  a  Corporation,  A.  B.  Joffe  Com¬ 
pany,  Inc.,  a  Corporation,  and  Albert 
B.  Joffe  and  Julius  Blankstein,  Indi¬ 
vidually  and  as  Officers  of  Said  Cor¬ 
porations 


•This  proceeding  was  heard  by  a  hear¬ 
ing  examiner  on  the  complaint  of  the 


Commission  charging  a  manufacturer  of 
men’s  and  boys’  clothing,  operating  a 
national  chain  of  some  30  retail  stores 
and  with  main  offices  in  Brooklyn  and 
New  York  City,  with  violating  the  Wool 
Products  Labeling  Act  by  labeling  as 
“100  Percent  All  Wool”,  men’s  sport 
coats  which  Contained  a  substantial  per¬ 
centage  of  non-wool  fibers,  by  failing  in 
other  respects  to  comply  with  the  label- 
ing'requirements  of  the  act.  and  by  mak¬ 
ing  fictitious  pricing  claims  for  their 
garments  in  newspaper  advertising. 

Following  acceptance  of  an  agreement 
containing  consent  order,  the  hearing 
examiner  made  his  initial  decision  and 
order  to  cease  and  desist  which  became 
on  May  21  the  decision  of  the  Commis- 
sion.~--^ 

The  order  to  cease  and  desist  is  as 
follows: 

It  is  ordered,  ’That  the  respondents, 
Nationwide  Clothiers.  J[nc.,  a  corporation, 
and  its  officers,  and  A,  Joffe  Company, 
Inc.,  a  corporation,  and  its  officers,  and 
Albert  B.  Joffe  and  Julius  Blankstein, 
individually,  and  as  officers  Of  the  afore¬ 
mentioned  corporate  respondents,  and 
respondents’  representatives,  agents  and 
employees,  directly  or  through  any  cor¬ 
porate  or  other  device,  in  connection 
with  the  introduction  or  manufacture 
for  introduction  into  commerce,  or  the 
offering  for  sale,  sale,  transportation  or 
distribution  in  commerce,  as  “commerce” 
is  defined  in  the  Federal  Trade  Commis¬ 
sion  Act,  and  the  Wool  Products  Label¬ 
ing  Act  of  1939,  of  wool  products,  as 
such  products  are  defined  in  and  subject 
to  the  Wool  Products  Labeling  Act  of 
1939,  do  forthwith  cease  and  desist  from 
misbranding  such  products  by: 

1.  Falsely  or  deceptively  stamping, 
tagging,  labeling  or  otherwise  identifsnng 
such  products  as  to  the  character  or 
amount  of  the  constituent  fibers  con¬ 
tained  therein; 

2.  Failing  to  securely  affix  to  or  place 
on  each  such  product  a  stamp,  tag,  label 
or  other  means  of  identification  showing 
in  a  clear  and  conspicuous  manner: 

(a)  The  percentage  of  the  total  fiber 
weight  of  such  wool  product,  exclusive  of 
ornamentation  not  exceeding  five  per- 
centum  of  said  total  fiber  weight,  of  (1) 
wool,  (2)  reprocessed  wool,  (3)  reused 
wool,  (4)  each  fiber  other  than  wool 
where  said  percentage  by  weight  of  such 
fiber  is  five  per  centum  or  more,  and  (5) 
the  aggregate  of  all  other  fibers; 

(b)  The  maximum  percentage  of  the 
total  weight  of  such  wool  products,  of 
any  non-fibrous  loading,  filling,  or 
adulterating  matter; 

(c)  The  name  or  the  registered 
identification  number  of  the  manufac¬ 
turer  of  such  wool  product  or  of  one  or 
more  persons  engaged  in  introducing 
such  wool  product  into  commerce,  or  in 
offering  for  sale,  sale,  transportation, 
distribution  or  delivery  for  shipment 
thereof  in  commerce,  as  “commerce”  is 
defined  in  the  Wool  Products  Labeling 
Act  of  1939; 

.  3.  Using  abbreviated  words  or  terms 
descriptive  of  fiber  content  on  stamps, 
tags,  labels  or  other  means  of  identifica¬ 
tion  attached  to  said  wool  products; 

4.  Failing  to  separately  set  foft^  on 
the  required  stamp,  tag,  label  or  other 


means  of  Identification,  the  character 
and  amount  of  the  constituent  fibers 
contained  in  the  Interlinings  of  said  wool 
products; 

5.  Failing  to  attach  a  stamp,  tag  or 
label  or  other  mark  of  identification 
containing  the  information  required 
under  section  4  (a)  <2)  of  the  Wool 
Products  Labeling  Act  on  each  unit  of 
multiple-piece  garments. 

It  is  further  ordered.  That  resp<mdent8 
Nationwide  Clothiem,  Die.,  a  corpora¬ 
tion,  and  its  officers,  and  A.  B.  Joffe 
Company,  Inc.,  a  corporation,  and  its 
officers,  and  Albert  B.  Joffe  and  Julius 
Blankstein,  individually,  and  as  officers 
of  the  aforementioned  corporate  re¬ 
spondents,  and  respondents’  representa¬ 
tives,  agents  and  employees,  directly  or 
through  any  corporate  or  other  device, 
in  connection  with  the  offering  for  sale, 
sale  or  distribution  of  m^’s  or  boys’ 
clothing  or  other  merchandise  in  com¬ 
merce,  as  “commerce”  is  defined  in  the 
Federal  Trade'  Commission  Act,  do 
forthwith  cease  and , desist  from  repre¬ 
senting,  dir«rt;ly  or  by  implication,  that 
certain  amounts  are  the  regular  or  usual 
retail  price  of  their  clothing,  or  other 
merchandise,  when  such  amotmts  are  in 
excess  of  the  price  at  which  the  re^nd-' 
ents  have  regularly  or  usually  sold  said 
clothing,  or  other  merchandise,  through 
their  various  retail  stores. 

By  “Decision  of  the  Commission”,  etc., 
report  of  compliance  was  required  as 
follows: 

It  is  ordered.  That  respondents  named 
in  the  caption  hereof  shall,  within  sixty 
(60)  days  after  service  upon  them  of  this 
order,  file  with  the  Commission  a  report 
in  writing,  setting  forth  in  detail  the 
manner  and  form  in  which  they  have 
complied  with  the  order  to  cease  and 
desist. 

Issued:  May  21,  1958. 

By  the  Commission. 

[SEAL]  Robert  M.  Parrish, 

Secretary. 

[F.  R.  Doc.  5S-4743:  FUed,  June  23.  1958; 

8:47  a.  m.] 


TITLE  29— LABOR 

Subtitle  A— Office  of  the  Secretary 
ov  Labor 


[Child  Labor  Reg.  39]  > 

Part^4 — Child  Labor  Regulations,  Or- 
DE3ts  AND  Statements  or  Interpreta¬ 
tion 

Subpart  B — Acceptance  of  State 
.  Certificates 

designation  or  states;  extension  or 
effective  date 

Pursuant  to  the  provisions  of  29  CTR 
Part  4.  Subpart  A  (Child  Labor  Regula¬ 
tion  No.  1) ,  the  designation  of  the  States 
enumerated  in  §  4.21  of  29  CFR  Part  4. 
as  States  in  which  State  age.  employment 
or  working  certifijcates  or  permits  shall 
have  the  same  force  and  effect  as'Ved-. 
eral  certificates  of  age  under  the  Pair 
Labor  Standards  Act  of  1938,  as  amended 
(52  Stat.  1060,  as  amended;  29  U.  S.  C. 
201  et  seq.) .  is  hereby  extended  and  shall 
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RULES  AND  REGULATIONS 


be  effectlre  from  July  1, 1958.  until  June 
30. 1959.  unless  amended  or  revoked  prior 
to  such  date. 

(Secs.  3,  11.  52  Stat.  1060.  as  amended.  1066. 
as  amended:  29  U.  S.  C.  203,  211) 

Signed  at  Washington.  D.  C.,  this  18th 
day  of  'Jirne  1958.  ^ 

James^T.  O’Connell, 
Acting  Secretary  of  Labor. 

[F.  R.  Doc.  58-4741;  Filed.  Jime  23.  1958; 

8:47  a.  m.] 

TITLE  32^ATIONAL  DEFENSE 

Chapter  XVi — Selective  Service 
System 

[Arndt.  77] 

Part  1613 — ^Registration  Procedures 
accomplishment  of  registration 

The  Selective  Service  Regulations  are 
hereby  amended  as  follows: 

1.  Paragraphs  (c)  and  (d)  of  §  1613.11 
are  amended  to  read  as  follows: 

S  1613.11  Interview  of  the  registrant. 

•  *  « 

(c)  The  registrar  shall  ask  the  regis¬ 
trant  for  the  information  necessary  to 
complete  the  entries,  in  items  1  to  12, 
inclusive,  of  the  Registration  Card  (SSS 
Form  No.  1) ,  and  shall  enter  such  infor¬ 
mation  in  the  proper  items  of  the  card. 
The  registrar  shall  make  certain  that 
the  registrant  fully  understands  what 
information  is  required  and  if  any  infor¬ 
mation  given  by_toe  registrant,  is  not 
clear  the  registrar  shall  carefully  explain 
to  the  registrant  what  information  is 
required  and  request  that  it  be  furnished 
clearly  and  correctly. 

(d)  After  the  registrar  has  completed 
the  entries  in  items  1  to  12,  inclusive,  on 
the  Registration  Card  (SSS  Form  No.  1) , 
and  before  it  is  signed  by  the  registrant, 
the  registrar  shall  complete  from  infor¬ 
mation  obtained  by  observation  and  from 
statements  of  the  registrant  the  entries 
in  item  13.  Description  of  Registrant. 

2.  Section  1613.12  is  amended  to  read 
as  follows: 

§  1613.12  Instructions  concerning 
completion  of  registration  card,  (a)  The 
registrar  shall  take  extreme  care  that 
the  place  of  residence  of  the  registrant 
is  correctly  entered  in  item  2  of  the  Reg¬ 
istration  card  (SSS  Form  No.  1).  The 
local  boacd  having  jurisdiction  over  the 
place  of  residence  entered  in  item  2  of 
the  Registration  Card  (SSS  Form  No.  1) 
shall  always  have  jurisdiction  over  the 
registrant,  unless  otherwise  directed  by 
the  Director  of  Selective  Service.  The 
registrar  shall  require  the"  registrant  to 
give  sufficient  information  as  to  the  loca¬ 
tion  of  the  place  of  his  residence  to  estab¬ 
lish  such  place  within  the  jurisdiction  of 
a  local  board.  The  registrant  shall  not 
be  permitted  to  give  a  place  of  residence 
outside  of  the  several  States  of  the 
United  States,  the  District  of  Columbia, 
the  Territory  of  Alaska,  the  Territory  of 
Hawaii.  Puerto  Rico,  the  Virgin  Islands, 
Guam,  or  the  Canal  Zone.  In  describing 
his  place  of  residence,  the  registrant  shall 
give  the  street  number  thereof,  when 
used,  and  in  every  case  he  shall  give  the 


name  of  the  town,  township,  village,  or 
city,  and  the  county  and  State  in  which 
it  is  located.  No  R.  F.  D.  route  number 
shall  be  sufficient  unless  it  is  supple¬ 
mented  by  more  particular  information 
showing  where  the  place  of  residence  is 
located  on  the  R.  F.  D.  route.  The  regis¬ 
trant  shall  be  permitted  to  determine 
what  place  he  desires  to  give  as  his  resi¬ 
dence  when  he  is  not  located  in  the  same 
place  all  of  the  time. 

(b)  The  registrar  shall  enter  the  mail¬ 
ing  address  of  the  registrant  in  item  5  of 
the  Registration  Card  (SSS  Form  No.  1) 
only  when  it  is  not  the  same  as  the  place 
of  residence  entered  in  item  2.  It  should 
be  made  clear  to  the  registrant  that  he 
should  give  as  his  mailing  address  an 
address  normally  regarded  by  him  as  a 
permanent  address  at  which  he  would 
expect  to  receive  important  communica¬ 
tions.  The  registrar  shall  advise  the 
registrant  that  a  correct  mailing  address 
is  most  important  because  it  is  the  ad¬ 
dress  to  which  all  notices  to  the  reg¬ 
istrant  will  be  sent,  and  that  he  must 
advise  his  local  board  each  time  there  is  a 
change  in  his  mailing  address. 

(c)  The  registrar,  in  entering  the  date 
of  birth  of  the  registrant  in  item  3  of  the 
Registration  Card  (SSS  Form  No.  1), 
shall  use  the  name  of  the  month  or  an 
abbreviation  thereof.  No  numerical 
designation  for  the  month  shall  be  used. 

3.  Paragraph  (a)  of  §  1613.14  is 
amended  to  read  as  follows: 

§  1613.14  Certification  by  registrar. 

(a)  After  the  Registration  Card  (SSS 
Form  No.  1)  is  signed,  the  registrar  shall 
note,  in  the  space  provided  therefor,  the 
registrant’s  answers  which  he  believes 
to  be  incorrect  or  false,  if  any.  If  he 
does  not  believe  any  of  the  registrant’s 
answers  to  be  incorrect  or  false,  he  shall 
write  the  word  “None”  in  such  space.  It 
is  the  duty  of  the  registrar  to  report  on 
the  Registration  Card  (SSS  Form  No.  1) 
any  answers  of  the  registrant  be  believes 
to  be  incorrect  or  false. 

4.  Paragraph  (b)  of  §  1613.41  is 
amended  to  read  as  follows: 

§  1613.41  Manner  of  registration  of 
inmate  of  institution.  *  *  * 

(b)  In  filling  out  the  Registration  Card 
(SSS  Form  No.  1),  the  superintendent, 
warden,  or  other  designated  person,  act¬ 
ing  in  his  capacity  as  registrar,  shall  be 
careful  not  to  indicate  that  the  inmate 
was  registered  in  an  institution  or  by  an 
official  thereof.  If  the  inmate  docs  not 
have  a  permanent  place  of  residence  or 
an  address  where  he  intends  to  be  or 
where  he  can  be  located,  the  address  of 
the  local  board  of  the  area  in  which  the 
institution  is  located  shall  be  entered  in 
item  2  of  the  Registration  Card  (SSS 
Form  No.  1).  Under  no  circumstances 
shall  the  address  of  the  institution  be 
given  as  the  place  of  residence  or  as 
the  mailing  address  of  the  inmate  who  is 
being  registered. 

5.  Section  1613.42  is  amended  to  read 
as  follows: 

§  1613.42  Checking  place  of  residence. 
When  a  Registration  Card  (SSS  Form 
No.  1)  is  received  or  completed  at  the 
office  of  a  local  board,  the  local  board 


shall  carefully  check  the  place  of  resi  i 
dence  of  the  registrant  as  indicated^  I 
item  2  of  his  Registration  Card  (s^  I 
Form  No.  1)  to  determine  whether  or^  I 
the  place  of  residence  is  within  the  am  I 
of  the  local  board.  The  local  board  diS  I 
retain  those  cards  indicating  a  place  of  I 
residence  vdthin  the  area  of  the  local  I 
board,  and  dispose  of  other  cards  as  oro.  I 
vided  in  §>1613.43.  I 

6.  Section  1613.43  is  amended  to  read  I 
as  follows:  I 

§  1613.43  Disposition  of  registration  I 
card  of  registrant  whose  place  of  red-  | 
dence  is  not  within  local  board  area.  I  i 
(a)  If  the  local  board  finds  that  the  place  I 
of  residence  of  the  registrant  as  shown  I 
in  item  2  of  his  Registration  Card  (S8S  I 
Form  No.  1)  is  not  within  its  area  but  I 
is  within  its  State  it  shall  immediately  I' 
mail  the  Registration  Card  (SSS  Form  I 
No.  1)  of  such  registrant  to  the  local  I 
board  having  jurisdiction  of  the  plan  of  I 
residence  if  it  is  absolutely  sure  which  I 
local  board  has  jurisdiction.  If  the  local  1 
board  has  any  doubt  as  to  which  other  | 
local  board  has  jurisdiction  or  if  the  f 
place  of  residence  is  not  within  its  State,  I 
it  shall  mail  such  card  to  the  State  Direc-  I 
tor  of  Selective  Service.  I 

(b)  If  tlie  place  of  residence  shown  I 

in  item  2  of  any  Registration  Card  (S^  I 
Form  No.  1)  is  outside  the  several  States  I 
of  the  United  States,  the  District  of  (io-  I 
lumbia,  the  Territory  of  Alaska,  the  Ter-  I 
ritory  of  Hawaii,  Puerto  Rico,  the  Virgin  I 
Islands  of  the  United  States,  Guam,  and  I 
the  Canal  Zone,  the  local  board  in  whose  I 
area  the  registrant  registered  shall  re-  I 
tain  such  card.  I 

(c)  Upon  receiving  the  Registration  I 

Card  (SSS  Form  No.  1)  of  any  registrant,  I 
each  State  Director  of  Selective  Service  I 
shall:  I 

(1)  If  the  place  of  residence  of  the  I 

registrant  as  shown  in  item  2  of  his  I 
Registration  Card  (SSS  Form  No.  1)  I 
is  within  his  State,  mail 'any  such  card  I 
to  the  local  board  that  has  jurisdiction  I 
over  the  place  of  residence;  or  ^  I 

(2)  If  the  place  of  residence  of  the  I 
registrant  as  shown  in  item  2  of  his  Reg-  I 
istration  Card  (SSS  Form  No.  1)  is  out-  I 
side  of  his  State,  mail  any  such  card  to  I 
the  State  Director  of  Selective  Service 
having  jurisdiction  over  the  place  of 
residence  shown  in  item  2  of  such  card. 

(d)  If  the  place  of  residence  cannot  be 
Identified  and  located  within  a  particular 
local  board  area  from  the  information 
contained  in  items  2  and  5  of  the  Regis¬ 
tration  Card  (SSS  Form  No.  1),  the 
Director  of  Selective  Service  shall 
designate  a  local  board,  which  may  be 
either  the  local  board  in  whose  area  the 
registrant  registered  or  any  local  board 
in  the  county  in  which  the  place  of 
residence  is  located,  and  the  Registratiwi 
Card  (SSS  Form  No.  1)  shall  be  retained 
by  or  forwarded  to  the  local  board  so  * 
designated.  > 

7.  Section  1613.44  is  amended  to  read  • 
as  follows: 

§  1613.44  Person  registered  more  than 
once.  If  a  registrant  registers  more 
than  once  and  gives  different  places  of 
residence  in  item  2  of  his  Registration 
'card  (SSS  Form  No.  1) ,  each  local  board 
haying  jurisdiction  of  the  area  in  which 
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W  Tuesday,  June  24, 1958 

♦flch  place  of  residence  is  located  shall 
selective  service  number  on  the 
Sstration  Card  (SSS  Form  No.  1). 
SLpt  for  a  local  board  which  may  can- 
S  the  registration  under  the  provisions 
Part  1619  of  this  chapter,  the  regis¬ 
trant  shall  be  subject  to  the  jurisdiction 
cJ^h  local  board  having  a  Registra¬ 
tion  Card  (SSS  Form  No.  1)  for  such 

registrant.  ' 

/RM  10  62  Stat.  618,  as  amended;  50  U.  S.  C. 
A^.‘460:  B.  O.  9979.  20,  1948;  3  CFR, 

1948  Supp.) 

The  foregoing  amendments  to  the 
Selective  Service  Regulations  shall  be¬ 
come  effective  upon  filing  with  the  Di¬ 
vision  of  the  Federal  Register. 

[seal!  Lewis  B.  Hershey, 

Director  of  Selective  Service. 

June  19. 1958. 

IP  R  Doc.  58-4757;  Filed,  June  23,  1958; 
‘  *  8:50  a.  m.l  -  <' 


TITLE  39— POSTAL  SERVICE 

Chapter  I — Post  Office  Department 

Part  26 — Airmail 

Part  37 — Prepayment  and  Refunds 
Part  48 — ^Undeliverable  Mail 
Part  56 — Special  Delivery 
Part  57 — Special  Handling 
miscellaneous  amendments 

1.  Effective  July  1,  1958,  §  26.4  Pay¬ 
ment  of  postage  is  amended  to  read  as 
follows: 

§26.4  Payment  of  postage.  Postage 
on  airmail  may  be  paid  by  adhesive  post¬ 
age  stamps,  stamped  cards  or  envelopes, 
meter  stamps,  or  permit  imprints. 

Note:  The  corresponding  Postal  Manual 
section  Is  136.4. 

(R.  S.  161,  396,  as  amended;  sec.  2,  43  Stat. 
805,  sec.  1,  72  Stat.  83;  5  U.  S.  C.  22,  369,  39 
U.S.C.  272a,  462) 

2.  Effective  July  1,  1958,  §  37.1  Pre¬ 
payment  of  postage  required  is  amended 
to  read  as  follows: 

§  37.1  Postage  payment — (a)  Prepay¬ 
ment  required.  Postage  on  all  mail 
must  be  fully  prepaid  at  the  time  of  mail¬ 
ing,  with  the  following  exceptions: 

(1)  Business  reply  mail,  see  §  21.2  (c) . 

(2)  Federal  Government  and  free 
mail,  see  Part  27  of  this  chapter. 

(3)  Certain  mail  for  the  blind,  see 
Part  28  of  this  chapter. 

(4)  Mail  sent  by  members  of  the 
Armed  Forces,  see  §  21.5  of  this  chapter. 

(5)  Letters  and  printed  matter  carried 
or  delivered  by  vessels  not  regularly  em¬ 
ployed  in  carrying  mail,  see  §  21.6  of  this 
chapter. 

(6)  Keys  and  identification  devices  re¬ 
turned  to  owners,  see  §  24.2  of  this 
chapter. 

(b)  Insufficient  prepayment.  (1) 
When  mail  of  any  class,  including  that 
for  which  special  service  is  indicated,  is 
received  at  either  the  office  of  mailing  or 
the  office  of  address  without  any  postage 
or  without  sufficient  postage  it  shall  be: 


( 1)  Marked  to  show  the  total  deficiency 

of  postage  and  fees  plus  a  short-paid 
charge  of  5  cents.  ' 

(ii)  Dispatched  promptly  to  the  ad¬ 
dressee  by  means  of  the  regular  or 
special  service  indicated. 

■  (iii)  Delivered  to  addressee  upon  pay¬ 
ment  of  the  charges  marked  on  the  mail. 

As  an  exception,  when  quantity  mailings^ 
of  ten  or  more  pieces  are  received  at  the 
office  of  mailing  without  any  postage  or 
without  sufficient  postage,'  the  mailer 
shall  be  notified,  without  charge,  prefer¬ 
ably  by  telephone,  in  order  that  the 
postage  charges  may  be  adjusted  before 
the  mail  is  dispatched. 

(2)  When  the  addressee  refuses  to  pay 
the  deficient  postage  and  5  cent  short- 
paid  charge,  and  when  the  mail  is  un¬ 
deliverable  for  any  other  reason,  it  shall 
be  handled  as  follows: 

(i)  First-class  mail,  including  airmail, 
bearing  a  return  address  shall  be  re¬ 
turned  to  the  sender  and  delivered  upon 
payment  by  him  of  the  deficient  postage 
and  a  short-paid  charge  of  5  cents. 

(ii)  Mail  other  than  first  class  bearing 
a  return  address  shall  be  returned  to  the 
sender  and  delivered  upon  pasunent  by 
him  of  the  total  of  the  deficient  postage, 
the  forwarding  postage,  the  return  post¬ 
age,  and  a  short-paid  charge  of  5  cents. 

(iii)  All  mail  which  does  not  bear  a 
return  address  shall  be  disposed  of  in 
accordance  with  §  48.6  of  this  chapter. 

Note;  The  corresponding  Postal  Manual 
section  Is  147.1.  i 

(R.  S.  161,  396,  as  amended,  3896;  sec.  1,  72 
Stat.  83;  5  U.  S.  C.  22,  369,  39  U.  S.  C.  271, 
272a) 

3.  In  §  48.8  Dead  mail  (23  F.  R.  2735) 
amend  paragraph  (b)  (2)  by  striking 
out  “5  cents”  in  subdivision  (ii)  thereof 
and  inserting,  in  lieu  thereof,  “lO^ents”. 

Note:  The  corresponding  Postal  Manual 
section  Is  158.822b. 

(R.  S.  161,  396,  as  amended;  sec.  12,  65  Stat. 
676,  as  amended;  5  U.  S.  C.  22,  369,  39  U.  S.  C. 
2461) 

4.  Effective  July  1,  1958,  §  56.2  Pay¬ 
ment  for  special  delivery  is  amended  by 
rescinding  paragraph  (d)  thereof. 

Note:  The  corresponding  Postal  Manual 
section  Is  166.24. 

(R.  S.  161,  396,  as  amended;  sec.  1,  72  Stat. 
83;  5  U.  S.  C.  22,  369,  39  U.  S.  C.  272a) 

5.  Effective  July  1,  1958,  §  57.5  Insuf¬ 
ficient  postage  is  hereby  rescinded. 

Note:  The  corresponding  Postal  Manual 
section  ,1s  167.5 

(R.  S.  161,  396,  as  amended;  sec.  204,  62  Stat. 
1262,  as  amended,  sec.  1,  72  Stat.i83;  5  U.  S.  C. 
22,  369,  39  U.  S.  C.  272a,  292a) 

Dated:  June  20,  1958. 

[SEAL]  Herbert  B.  Warburton, 
General  Counsel. 

Sections  26.4,  37.1,  48.8,  56.2,  and  57.5 
of  Title  39,  Code  of  Federal  Regulations, 
as  amended  by  the  foregoing  are  hereby 
adopted  as  the  regulations  of  the  Post 
Office  Department,  effective  July  1,  1958. 

Arthur  R  Summerfield, 
Postmaster  General. 

[F.  R.  Doc.  58-4789;  Piled,  June  23,  1958; 
8:53  a.  m.j 


TITLE  41— PUBLIC  ^ONTRAaS 

Chapter  II— Division  of  Public  Con¬ 
tracts,  Department  of  Labor 

Part  202 — ^Minimum  Wage 
Determinations 

PAINT,  varnish,  and  RELATED  PRODUCTS 
INDUSTRY 

This  matter  is  before  me  for  decision 
on  the  exceptions  which  have  bCen  filed' 
to  my  proposed*  decision  of  the  prevail¬ 
ing  minimum  wage  for  the  paint,  varnish, 
and  related  products  industry  as  pub-, 
lished  in  the  Federal  Register  (23  F.  R. 
2254). 

The  National  Paint,  Varnish  and 
Lacquer  Association  excepts  to  the  pro¬ 
posal  to  determine  a  prevailing  minimum 
wage  on  an  industry-wide  basis  on  the 
groimd  that  two  determinations  should 
be  made,  one  for  the  part  of  the  industry 
located  in  certain  Southern  States,  and 
the  other  for  the  remainder  of  the  in¬ 
dustry.  The  American  Federation  of 
Labor  and  Congress  of  Industrial  Or¬ 
ganizations,  on  the  other  hand,  expresses 
agreement  with  the  proposal  that,  on 
the  basis  of  all  of  the  e^dence,  an  in¬ 
dustry-wide  determination  is  appropriate 
here. 

Most  of  the  facts  on  which  the  Asso¬ 
ciation  now  relies,  and  the  conclusion  it 
bases  on  them,  were  fully  considered  in 
the  proposed  decision.  The  result  such 
decision  reached  was  based  on  substan¬ 
tial  and  imcontroverted  evidence  of  ex¬ 
tensive  competition  between  the  several 
geographic  portions  of  the  industry  in¬ 
cluding  particularly  extensive  competi- 
'tion  between  its  Southern  portion  and 
the  remainder  of  it,  as  well  as  on  the 
authority  and  analysis  of  the  statutory 
purpose  in  Mitchell  v.  Qovington  Mills. 
229  F.  2d  506  (C.  A.,  D.  C.),  certiorari 
denied,  351  U.  S.  934. 

The  Association  now  suggests  that  the 
plants  in  the  Southern  area  have  a  com¬ 
petitive  burden  of  additional  freight  ex¬ 
pense  in  their  competition  with  the 
remainder  of  the  industry,  because  they 
must  import  their  raw  materials.  The 
evidence  establishes,  however,  that 
whatever  its  costs,  the  Southern  portion 
does  compete,  and  successfully,  for  Gov¬ 
ernment  contracts  with  the  remainder  of 
the  industry  both  within  and  outside  the 
Southern  area. 

,  The  Association  attacks  the  eviden¬ 
tiary  support  for  the  finding  of  inter¬ 
area  competition  on  the  ground  that  the 
data  were  gathered  during  a  period  when 
lower  minlmmn  wages  prevaile4  among 
the  Southern  plants  than  in  the  re¬ 
mainder  of  the  industry.  The  fact  that 
the  evidence  was  gathered  during  such 
a  period  does  not  adversely  affect  the 
probative  value  of  the  uncontroverted 
evidence  which  shows  substantial  par¬ 
ticipation  in  the  bids  and  awards  by  all 
other  areas  on  invitations  requiring  de¬ 
livery  in  the  South.  This  alone  would 
be  sufficient  to  negate  any  contention 
that  the  Southern  States  form  an  eco¬ 
nomically  isolated  area  of  competition. 

The  Association  also  excepts  to  the 
finding  of  inter-area  competition  for 
Government  contracts,  because  the  evi¬ 
dence  supporting  it  is  expressed  in  terms 
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of  numbers  of  bids  and  awards  on  con¬ 
tracts  '  exceeding  $10,000  rather  than 
their  dollar  value.  The  issue  here  re¬ 
quires  determination  of  the  extent  of 
competition  in  the  local  and  inter-area 
categories,  but  contrary  to  the  Associa¬ 
tion’s  suggestion,  its  dollar  value  is  not 
the  sole  or  exclusive  criterion  appro¬ 
priate  to  such  determination.  The  abso¬ 
lute  and  relative  numbers  of  the 
competitive  ac^  of  bid  and  award  in  each 
category  bear  directly  on  the  fact  of 
competition  and  its  geographic  charac¬ 
teristics.  as  well  as  do  the  absolute  and 
relative  numbers  of  dollars  involved. 

The  speculation  that  dollar  evaluation 
of  the  inter-area  bids  and  awards  might 
in  some  wise  affect  the  conclusion  of 
inter-area  competition,  opened  an  ave¬ 
nue  for  cross-examination  or  rebuttal 
which  the  Association  and  other  parties 
were  free  to  explore  at  the  hearing. 
They  did  not  do  so,  nor  did  they  object 
to  the  bid  and  award  evidence,  and  they 
have  not  even  now  tendered  any  evidence 
of  the  naked  possibility  which  they  sug¬ 
gest  jnay  be  probative. 

The  Acme  Wire  Company,  among  other 
things,  manufactures  varnishes  and 
enamels  for  electrical  insulating  pur¬ 
poses  for  its  own  use,  and  also  for  sale 
to  others.  It  objects  to  the  part  of  the 
definition  which  applies  the  determina¬ 
tions  to  industrial  product  finishes  on  the 
ground  that  in  the  event  it  receives  a 
Government  contract  application  of  the. 
determination  to  employees  of  its  varnish 
manufacturing  department  will  pose  it 
problems  concerning  the  pay  of  its  other 
employees  to  whom  this  determination 
will  have  no  application.  As  the  manu¬ 
facture  of  such  products  in  part  of  this 
Industry,  it  must  be  included  in  this  de¬ 
termination,  and  that  this  one  company 
manufactures  such  products  in  a  separate 
department  is  not  germane  on  the  ques¬ 
tioned  propriety  of  their  inclusion. 

The  Atlantic  Varnish  and  Paint  Com¬ 
pany  protests  that  the  prevailing  mini¬ 
mum  wage  mentioned  in  the  proposed 
determination  is  too  high,  because  con¬ 
formity  with  it  would  reduce  that  com¬ 
pany’s  net  profits.  The  Sampson  Paint 
and  Color  Company  speculates  that  its 
profits  might  remain  larger  through  ad¬ 
herence  to  its  present  wage  scales  even 
if  it  becomes  necessary  to  forego  Gov¬ 
ernment  contracts.  The  American  Fed¬ 
eration  of  Labor  and  Congress  of  Indus¬ 
trial  Organizations,  on  the  other  hand, 
reiterates  its  view,  expressed  at  the  hear¬ 
ing.  that  the  prevailing  minimum  wage, 
as  of  the  time  of  the  wage  survey,  is 
$1.55,  five  cents  more  than  the  one  pro¬ 
posed  for  determination.  None  of  these 
contentions  that  the  proposal  is  too  low 
or  too  high  presents  fact  or  reason  not 
fully  considered  in  the  proposed  deter¬ 
mination,  and  each  is  rejected  on  the 
basis  of  the  facts  and  reasons  there 
stated. 

Finally,  the  American  Federation  of 
Labor  and  Congress  of  Industrial  Or¬ 
ganizations  renews  its  prior  contention, 
considered  in  the  proposed  decision  that 
it  does  not  refiect  certain  minimum  wage 
increases  which  occurred  between  the 
date  of  the  wage  survey  and  the  date  of 


the  hearing.  The  proof  of  certain  In¬ 
dividual  plant  minimum  wage  increases 
at  the  hearing  was  not  sufiSciently  ex¬ 
tensive  to  show  as  to  the  industry  as  a 
whole  that  increased  minimums  were 
prevailing,  and  the  proof  of  upward 
movement  in  average  hourly  earnings, 
standing  alone,  does  not  measure  the 
change,  if  any,  which  occurred  in  mini¬ 
mum  wages  in  the  industry. 

Accordingly,  upon  the  findings  and 
conclusions  and  the  reasons  therefor 
stated  herein  and  in  the  Notice  of  Pro¬ 
posed  Decision  in  Determination  of  Pre¬ 
vailing  Minimum  Wages  filed  in  these 
proceedings,  pursuant  to  authority  under 
the  Walsh-Healey  Public  Contracts  Act 
(49  Stat.  2036;  41  U.  S.  G.  35  et  seq.), 
and  in  accordance  with  the  Administra¬ 
tive  Procedure  Act  (60  Stat.  237;  5 
U.  S.  C.  1001),  §  202.41  of  ’Htle  41, 
Code  of  Federal  Regulations,  is  hereby 
amended  to  read  as  follows: 

§  202.41  Paint,  varnish,  and  related 
products  industry — (a)  Definition.  The 
The  paint,  varnish,  and  related  products 
industry  is  defined  as  that  industry 
which  manufactures  or  furnishes  any  of 
the  following  products:  Inorganic  pig¬ 
ments  or  colors  either  in  dry  or  paste 
form;  paints  mixed  ready  for  use  or  in 
dry  or  paste  form;  varnishes,  lacquers 
and  enamels  (including  industrial  prod¬ 
uct  finishes) ;  filler,  putty,  and  top  dress¬ 
ings;  paint  and  varnish  removers;  furni¬ 
ture  and  fioor  wax;  and  artists’  oil  and 
water  colors. 

(b)  Minimum  wages.  The  minimum 
wage  for  persons  employed  in  the  manu¬ 
facture  or  furnishing  of  products  of  the 
paint,  varnish,  and  related  products  in¬ 
dustry  under  contracts  subject  to  the 
Walsh-Healey  Public  Contracts  Act  shall 
be  $1.50  an  hour  arrived  at  either  on  a 
time  or  piece  rate  basis. 

(c)  Sub-minimum  wages  authorized. 
Probationary  employees  may  be  em¬ 
ployed  at  wages  not  less  than  $1.40  an 
hour,  arrived  at  either  on  a  time  or  in¬ 
centive  basis,  for  a  period  not  to  exceed 
480  hours.  A  probationary  employee,  for 
the  purpose  of  this  section,  is  defined  as 
an  inexperienced  new  employee  who  has 
less  than  480  hours  experience  in  the 
plant  in  which  he  is  employed. 

(d)  Effect  on  other  obligations. 
Nothing  in  this  section  shall  affect  any 
other  obligation  for  the  payment  of  min- 
imiun  wages  that  an  employer  may  have 
under  any  law  or  agreement  more  favor¬ 
able  to  employees  than  the  requirements 
of  this  section. 

(e)  Effective  date.  This  section  shall 
be  effective,  and  the  minimiun  wages 
herein  established  shall  apply  as  to  all 
contracts  subject  to  the  Public  Contracts 
Act^  bids  for  which  are  solicited  or  ne¬ 
gotiations  otherwise  commenced  on  or 
after  July  24,  1958. 

(Sec.  4,  4g'Stat.  2038;  41  U.  6.  C.  38) 

Signed  at  Washington,  D.  C.,  this  19th 
day  of  June  1958. 

James  T.  O’Connell, 
Acting  Secretary  of  Labor. 

[F.  B.  Doc.  58-4762;  Filed.  June  23,  1958; 

8:51  a.  nLl 


TITLE  43— PUBLIC  LANDS:  ^ 
INTERIOR 

Chapter  f — Bureau  of  Land  Manage, 
ment.  Department  of  the  Interior 

Appendix— Public  Land  Ordert 
[Public  Land  Order  1657] 
[Fairbanks  013530] 

Alaska 

WITHDRAWING  PUBLIC  LANDS  FOR  USE  OF  TH* 
BUREAU  OF  LAND  MANAGEMENT  AS  AH 
ADMINISTRATIVE  SITE 

By  virtue  of  the  authority  vested  In 
the  President  and  pursuant  to  Execu¬ 
tive  Order  No.  10355  of  May  26,  1952,  U 
is  ordered  as  follows: 

Subject  to  valid  existing  rights,  the 
following-described  public  lands  in 
Alaska  are  hereby  withdrawiT  from  all 
forms  of  appropriation  under  the  public 
land  laws,  including  the  mining  but  not 
the  mineral-leasing  laws  nor  the  act  ol 
July  31,  1947  (61  Stat.  681;  69  Stat  387; 
30  U.  S.  C.  601-604)  as  amended,  and 
reserved  for  use  of  the  Bureau  of  lAtyj 
Management  as  an  administrative  sit^; 
Ester  Dome  ' 

A  parcel  of  land  situated  on  Ester  Dome 
lying  approximately  15  miles  northwest  al 
Fairbanks,  Alaska,  more  particularly  de¬ 
scribed  as  follows : 

Beginning  at  a  point  from  which  the  bwch 
mark  on  Ester  Dome  bears  N.  54°  15'  W.,  4.5 
chains  thence 
North,  8.0  chains; 

West,  8.0  chains; 

South,  8.0  chains; 

East.  8.0  chains  to  the  point  of  beginning. 

The  tract  described  contains  6.4  acres. 

Roger  Ernst,  . 
Assistant  Secretary  of  the  Interior. 

June  17, 1958. 

[F.  R.  Doc.  58-4737;  Filed,  June  23.  1968; 
8:46  a.  m.] 


[Public  Land  Order  1658] 
[Wyoming  058362] 

Wyoming 

WITHDRAWING  PUBLIC  LANDS  FOR  USE  OF 
FOREST  SERVICE  AS  PICNIC  GROUNDS, 
CAMPGROUNDS  AND  RECREATION  AREAS 

By  virtue  of  the  authority  vested  in  the 
President  by  the  act  of  June  4,  1897  (30 
Stat.  34.  36;  16  U.  S.  C.  473)  and  other¬ 
wise,  and  pursuant  to  Executive  Order 
No.  10355  of  May  26, 1952,  it  is  ordered  as 
follows: 

1.  Subject  to  valid  existing  rights,  the 
following-described  public  lands  within 
the  Medicine  Bow  National  Forest  in 
Wyoming  are  hereby  withdrawn  from  afl 
forms  of  appropriation  under  the  puWle 
land  laws,  including  the  mining  but  not 
the  mineral-leasing  laws  nor  the  act  of 
July  31,  1947  (61  Stat.  681;  69  Stat.  367; 
30  U.  S.  C.  601-604)  as  amended,  and  re¬ 
served  for  use  of  the  Forest  Service, 
Department  of  Agriculture,  for  use  as 
picnic  grounds,  campgrounds,  and  recre¬ 
ation  areas: 


fjiesday,  June  24, 1958 

Sixth  Pbincipal  Meridian 

jfIDICINE  BOW  NATIONAL  K»EST 

Barber  Lake  Picnic  Ground 

-  i6N.,R.  78W.. 

k  W%NEi/4SEy4  and  EVaNWiASEVi- 
areas  described  aggregate  40  acres. 

Brooklyn  Lake  Recreation  Area 

T.lflN.,B-79  W.,  • 

11.  sw»/4Nwy4Nwy4  and  wyjSwy* 
nWV4* 

The  areas  described  aggregate  190  acres. 

Lake  Marie  Picnic  Ground 

T  16N..R-80W., 

ic  24,  SEV4SEV4.  SE»^NW^SE^^,  and 

EV4SW%SEy4; 

Sec  25,  NWV4NEV4NEyi  and  NEV4NW»A 

NE^. 

The  areas  described  aggregate  90  acres. 

Letois  Lake  Campground 
T  16N.,R.  79  W., 

Sec.  17.  S%NWy4NWy4  and  Ny2SWy4NWy4. 
The  areas  described  aggregate  40  acres. 

■  '  Libby  Creek  Picnic  Ground 

r.  16  N.,  R.  78  W., 

See.  28.  NWy4SW»^SEl^.  SyaSWiASEy4,'- 
SW^SE»4SEi4,  SE14SW14,  and  Eya 

swvis^^A; 

Sec.,  33,  NWV4NEy4NEi4,  NyaNW»ANEV4. 

andNEy4NEy4NWy4.  , 

The  areas  described  aggregate  140  acres. 

Mirror  Lake  Picnic  Ground 

T.16K.,R.79  W., 

Sec.  19,  lots  2,  3,  and  4,  SW»ASEV4NWy4, 
sndWyaNEViSWiA. 

T.  16  N.,  R.  80  W.. 

''Sec.  24.  SE14SEV4NEV4  and  NE^^SE^^.  ‘ 

The  areas  described  aggregate  193.56  acres. 

Rash  Fork  Picnic  Ground  '' 

T.16N.,R.79  W., 

Sec.  13.  wy2SWl^SE»^  and  Ey2SEl^SW»^. 
The  areas  described  aggregate  40  acres. 

North  Fork  Trailer  Campground 

T.16N.,R.  78  W., 

Sec.  28.  SEy4SW%NEV4,  NW^NEViSE‘4, 
andEi/aNWiASE^. 

The  areas  described  aggregate  40  acres. 
Silver  Lake  Campground' 

T.16N.,  R.80W., 

Sec.  34.  Ey2SEV4NEi4  and  NEV4NE»4SEV4; 
Sec.  35.  Wy2SEiANWV4,  SW^NW^,  and 
N%Nwy4SEV4. 

The  areas  described  aggregate  110  acres. 
Upper  Nash  Fork  Campground 
T.16N..R.79  W.. 

Sec.  14.  sy2NWV4NEV4  and  NViSW»4NEV4. 
The  areas  described  aggregate  40  acres. 

The  public  lands  withdrawn  by  this 
order  total  923.55  acres. 

This  order  shall  take  precedence  over 
but  not  otherwise  affect  the  existing  res¬ 
ervation  of  the  lands  for  national  forest 
purposes. 

Roger  Ernst, 

Assistant  Secretary  of  the  Interior^ 
June  17, 1958. 

(F.  R.  Doc.  58-4738;  PUed,  June  23,  1958; 
8:48  a.  m.l 


FEDERAL  REGISTER 

[Public  Land  Order  1659] 

Colorado 

RESERVING  LANDS  IN  NATIONAL  FORESTS  FOR 
USE  OF  FOREST  SERVICE  AS  A  RECREATION 
AREA,  AND  AS  GUARD  AND  RANGER  STATIONS 

By  virtueuf  the  authority  vested  in  the 
President  by'  the  act  of  June  4,  1897  (30 
Stat.  34,  36;  16  U.  S.  C.  473),  and  other¬ 
wise.  and  pursuant  to  l^ecutive  Order 
No.  10355  of  May  26,  1952,  it  is  ordered 
as  follows; 

Subject  to  valid  existing  rights,  the 
following-described  public  lands  within 
the  Pike  and  White  River  National  For-  , 
ests  in  Colorado,  are  hereby  withdrawn 
from  all  forms  of  appropriation  under 
the  public-land  laws  including  the  min¬ 
ing,  but  not  the  mineral-leasing  laws  nor 
the  act  of  July  31,  1947  (61  Stat.  681; 

30  U.  S.  C.  601-604)  as  amended,  and 
reserved  for  use  of  the  Forest  Service, 
Department  of  Agriculture  as  indicated: 
[Colorado  012768] 

Sixth  Pbincipal  Meridian 

PIKE  NATIONAL  TOBEST 

Eleven-Mile  Canyon  Recreation  Area 
T.  12'S.,  R.  71 W., 

Sec.  31.  lots  3  and  5.  NW%NE»4,  syjNEVl  ' 
NEV4,  Ny2SWyiNE^,  and  NE^SW^i. 

T.  13  S  R  72  W. 

Sec.  i,  lots  5,  io.,11.  14.  and  15,  NW^SW^ 
NEVi,  SE^NW^^.  NEV4SWV4,  and  SV4. 

■  swy4: 

Sec.2,sy2Sy2SE«4; 

Sec.  10,  lots  7  and  8;  / 

Sec.  11.  lot  1,  Ny2NE»4NEV4,  NW%NE%, 
Ny2SW^^NE^^,  SWViSW^NE^,  SE^ 
NW%.  NV2NEV4SWV4.  SWV4NEV4SWV4, 
andNWl^SWV4; 

Sec.  12,  Ny2NW»4NW^; 

Sec.  J5.  lot  1.  Ei/aNEVi,  NW%,  and  NW% 
swy4;  ^ 

Sec.  16,  lots  1,  2,  3,  4,  and  5.  NW^NEi4, 
NW^iSEVi,  NEV4SWV4,  and  S%NWV4 
swy4; 

Sec.  17,  lot  15; 

Sec.  20.  lots  7,  8,  and  12.  NEV4NEV4,  EV^ 
NW»4NEV4.  Wy2SEV4NE%,  SWV4NE^, 
NWV4SEV4.  and  Ei^SWVi. 

The  areas  described  aggregate  1,953.18 
acres. 

[Colorado  016666] 

WHITE  BIVEB  NATIONAL  F(»EST 

Lost  Creek  Ranger  Station 
T.  1  N.,  R.  90  W.. 

Sec.  14.  lot  8.  NWHNWV4SWV4,  S%NWV4 
SWV4.  Ni^SW^SW»A.  and  SW^NE^ 
swy4; 

Sec.  15.  NEl^SE^^  and  NV4SEl^SEl^. 

V  Derby  Mesa  Guard  Station 

T.  2  S.,  R.  86  W.. 

Sec.  11,  lots  6.  7,  and  8,  N^^SE’^SW^  Rnd 
NViSyaSE^A. 

Sweetwater  Guard  Station 

T.  3  S.,  R.  87  W., 

Sec.  9.  SEViSEVi. 

Minturn  Ranger  Station 

/ 

T.  5  S.,  R.  81  W., 

Sec.  36.  lots  15, 16, 17.  and  18. 

Cattle  Creek  Guard  Station 

T.  7  S.,  R.  86  W., 

Sec.  8.  SyaNW%NW%.  N%SW%NW14.  Mid 
NW>^SEI^NW^  (unsurveyed). 


Cayton  Guard  Station 

T.  8  S..  R.  91  W., 

Sec.  33,  lots  3, 8,  and  9. 

T.  9  S.,  R.  91  W., 

Sec.  4,  lots  1  and  2. 

Woody  Creek  Guard  Station  ' 

7  9  8  R  84 

Sec.’  19.  SV4SWl^  and  SW^SE^  (unsur¬ 
veyed)  : 

Sec.  30.  NHNEV4NWV4  and  NyaNW»4NB% 
(unsurveyed). 

'  Cpnundrum  Guard  Station 
T.  12  S..  R.  85  W.. 

Sec.  9,  SI^SE^SEl^  (unsurveyed); 

,  Sec.  16,  NE*^NE»^  (unsurveyed). 

The  areas  described  aggregate  838.59  acres. 

The  total  area  described  in  this  order 
is  approximately  2,792  acres.  ' 

This  order  shall  take  precedence  over 
but  not  otherwise  affect  the  existing  res¬ 
ervation  of  the  lands  for  national  forest 
purposes. 

Roger  Ernst, 

Assistant  Secretary  of  the  Interior, 

June  17, 1958.  ^ 

[F.  B.  Doc.  58-4739;  Filed,  June  23.  1958; 
8:46  a.  m.] 


TITLE  50— WILDLIFE 

Chapter  I — Fish  and  Wildlife  Service, 
Department  of  the  Interior 

Subchapter  F— Alaska  Commercial  Fisheries 
Part  108— Kodiak  Area 
KARLUK  district;  CURTAILMENT  OF  FISHERT 

Basis  and  purpose:  On  the  basis  of  a 
more  intense  and  more  effective  fishery 
on  stocks  of  Karluk  River  salmon  than  \ 
originally  anticipated,  it  has  been  de¬ 
termined  that  further  curtailment  of  the 
fishery  is  necessary  to  assure  the  seeding 
of  spawning  grounds  to  peipetuate  the 
runs. 

Therefore,  effective  immediately  on  , 
publication  in  the  Federal  Register. 
paragraph  (a)  of  §  108.5  is  amended  to 
read  as  follows: 

(a)  Karluk  district:  From  6  a.  m.  June 
2  to  6  p.  m.  Au^st  13,  and  from  6  a.  m. 
September  5  to  6  p.  m.  September  ^20: 
Provided,  That  effective  only  through 
December  31.  1958  fishing  is  prohibited 
from  June  21  to  6  a.  m.  July  7:  Provided 
further.  That  fishing  is  prohibited  (1) 
from  6  p.  m.  June  20  to  6  a.  m.  July  7  in 
the  Uyak  section,  and  (2)  from  6  p.  m. 
August  1  to  6  a.  m.  September  5  in  the 
Inner  Karluk  section. 

Since  immediate  action  is  necessary, 
notice  and  public  procedure  in  this 
amendment  are  impracticable  (60  Stat. 
237;  5  U.  S.  C.  1001  et  seq.) 

(Sec.  1,  43  Stat.  464,  as  amended;  48  U.  S.  C. 
221) 

Donald  L.  McKernan, 

Director, 

Bureau  of  Commerical  Fisheries, 
June  20,  1958. 

[F.  B.  Doc.  58-4803;  FUed,  June  20.  1958; 
4:18  p.  m.] 
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FEDERAL  REGISTER 


PROPOSED  RULE  MAKING 


INTERSTATE  COMMERCE 
COMMISSION 

C  49  CFR  Parts  192,  193,  196  1 

[Ex  Parte  No.  MC-40] 

Qualifications  and  Maximum  Hours  of 
Service  of  Employees  of  Motor  Car¬ 
riers  AND  Safety  of  Operation  and 
Equipment 

extension  of  time  to  file  statements 

In  the  matter  of  extending  date  for 
filing  statements  in  response  to  proposals 
to  amend  certain  of  the  motor  carrier 
safety  regulations. 

Upon  consideration  of  the  record  in 
the  above-entitled  proceeding,  and  re¬ 
quest  of  the  American  Trucking  Associa¬ 
tions.  Inc.,  and  Truck-Trailer  Manufac¬ 
turers  Association,  Inc.,  for  an  extension 
of  time  within  which  to  file  statements  in 
response  to  orders  and  notices  of 'rule 
making,  dated  February  13,  March  14, 
April  22.  May  2,  and  May  9.  1958;  and 
good  cause  appearing  therefor; 

It  is  ordered.  That  the  time  within 
which  said  statements  may  be  filed,  be, 
and  it  is  hereby,  extended  to  October  1, 
1958. 


Dated  at  Washington,  D.  C.,  this  17th 
day  of  June  A.  D.  1958. 

By  the  Commission. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[P.  R.  Doc  58-464t:  Piled,  June  23,  1958; 

8:49  a.  m.j 

POST  OFFICE  DEPARTMENT 

t  39  CFR  Ports  26,  37,  48,  56,  57  1 

Matter  Mailed  Without  Prepayment  of 
Postage 

notice  of  proposed  rule  making 

Public  Law  85-371,  approved  April  9, 
1958  (72  Stat.  83).  among  other  things, 
requires  the  Postmaster  General  to  pre¬ 
scribe  by  regulation  the  conditions  for 
delivery  to  the  addressee,  return  to  the 
sender,  or  other  disposition,  of  matter 
mailed  without  prepayment  of  the  post¬ 
age  required  by  law  to  be  paid,  or  without 
prepasunent  of  the  full  amount  of  postage 
required,  and  the  charges  to  be  collected 
on  delivery  for  any  matter  mailed  with¬ 
out  prepayment  of  any  lawfully  required 
postage'  or  without  prepayment  of  the 


full  amount  of  the  required  postage. .  The 
law  also  permits  the  Postmaster  General 
to  prescribe  the  fee  charged  for  retuiQ 
of  dead  mail. 

The  Department  proixises  to  adopt 
the  amendments  to  §§  26.4,  37.1,  48.3 
56.2,  and  57.5,  set  forth  herein,*  on  a 
temporary  basis  effective  July  1,  1953 

These  proposed  amendments  to  Title 
39,  Code  of  Federal  Regulations,^  relate 
to  a  proprietary  function  of  Goyem* 
ment  and  are  therefore  exempt  fr<Mn  the 
rule  making  requirements  of  5  U.  8.  c. 
1003.  However,  the  Postmaster  Clenerai 
desires  to  voluntarily  observe  thC'  re¬ 
quirements  in  this  case  so  that  postal 
patrons  may  have  an  opportunity  to  pie- 
sent  written  views  concerning  the  pro¬ 
posed  regulations.  Consideration  will  be 
given  the  proposed  amendments  in  the 
light  of  such  written  views  as  may  be 
submitted.  Comments  may  be  traos- 
mitted  to  Mr.  Edwin  A.  Riley,  Director, 
Postal  Services  Division,  Bureau  of 
Operations,  Washington  25.  D.  C.,  at  any 
time  prior  to  August  1,  1958. 

[seal]  Herbert  B.  Warburton, 
General  Couns^ 

[F.  R.  Doc.  58-4788;  Filed,  June  23,  1958; 

8:53  a.  m.] 


NOTICES 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  In^lian  Affairs 

(Portland  Area  Office  Redelegation  Order  1, 
Arndt.  5] 


including  lands  hereinafter  described, 
will  be  officially  filed  in  the  Land  Office 
at  Phoenix,  Arizona,  effective  at  10:00 
a.  m.  on  the  35th  day  after  date  of  this 
notice. 


Certain  Officials,  Umatilla  Subagency  Meridian,  Arizona 


DELEGATION  OF  AUTHORITY 

The  headnote  for  Part  2  of  Portland 
Area  Office  Redelegation  Order  1,  as 
amended,  is  revised  to  read  as  follows: 
“Part  2 — Authority  of  Superintendents, 
School  Superintendent,  Project  Engineer, 
and  Assistant  Superintendent.  Umatilla 
Subagency”. 

Glenn  L.  Emmons, 
Commissioner. 

June  18,  1958. 

(F.  R.  Doc.  56-4736;  Piled.  June  23,  1958; 
8:46  a.  m.] 

y 


Bureau  of  Land  Management 

[Group  314,  Arizona] 

Arizona 

NOTICE  OF  FILING  OF  PLATS  OF  SURVEY 

June  16,  1958. 

'  1.  Pursuant  to  authority  delegated  by 

BLM  Order  No.  541,  dated  April  21.  1954 
(19  F.  R.  2473),  as  amended,  notice  is 
given  that  the  plats  of  survey  accepted 
December  26,  1957,  of  T.  30  N..  R.  19  W., 
and  T.  30  N.,  R.  20  W.,  G&SRM,  Arizona, 


T.  30  N..  R.  19  W., 

Sec.  18,  Lots  1,  2,  3,  4,  Ey2WV^,'Ey2,  (All); 

Sec.  19,  Lots  1,  2,  3,  4,  EV2Wy2,  Ei/a,  (All); 

Sec.  20,  (All): 

Sec.  28,  (All); 

Sec.  33,  (All); 

Sec.  34,  (All); 

Sec.  35.  (All). 

T.  30  N.,  R.  20  W., 

Sec.  1.  Lots  1.  2,  3.  4,  Sy2,  (All); 

Sec.  12,  (All). 

Within  the  above  described  areas  are 
5,751.68  acres. 

Available  data  indicates  that  the  lands 
in  T.  30  N.,  R.  19  W.,  are  rolling  and  the 
soil  is  sand  and  gravel.  The  lands  in 
Sec.  1,  T.  30  N.,  R.  20  W.,  is  partly  rolling 
and  the  balance  is  high  rolling,  and  the 
soils  are  partly  volcanic  and  partly  sandy 
and  gravel  and  gypsum.  The  land  in 
Sec.  12,  T.  30  N.,  R.  20  W.,  is  low  rolling 
with  gravel  and  sand  soil. 

All  of  the  lands  in  T.  30  N.,  R.  19  W., 
were  withdrawn  by  the  Secretary  of  the 
Interior  January  31,  1903,  under  Second 
Form,  Act  June  17, 1902,  for  the  Colorado 
River  Project;  and  on  April  25, 1930,  they 
were  temporarily  withdrawn  by  Execu¬ 
tive  Order  5339  for  a  national  monu¬ 
ment.  The  lands  in  T.  30  N.,  R.  20  W., 
were  temporarily  withdrawn  on  April  25, 


1930,  by  Executive  Order  5339  for  a  na¬ 
tional  monument. 

In  view  of  the  above,  the  lands  de¬ 
scribed  will  not  be  subject  to  disposition 
under  the  general  public  land  laws 
reason  of  the  official  filing  of  the  plati 

Thos.  F.  Britt, 

Manager. ' 

[P.  R.  Doc.  58-4740;  Filed,  June  23,  1958; 
'  8:46  a.m.] 


[Classification  6] 

Anchorage  Alaska  Land  District 

SMALL  TRACT  CLASSIFICATION;  REVOCATIOI 

Effective  June  26,  1958,  Federal  Regis¬ 
ter  Document  48-10875,  appearing  in  the 
issue  for  December  15,  1948,  is  revoked 
BS  to  the  following  described  pubUe 
lands: 

Upper  Firelake  Area 

T.  15  N.,  R.  1  W.,  Seward  Meridian, 

Section  30:  Lot  4,  Lot  5  except  the  SW)4 
swyt  the  sy2Ny2NEV4  and  the 
NE»4  thereof. 

L.  T.  Main, 
Operations  Supervisor, 
Anchorage. 

[P.  R.  Doc.  58-4761;  Piled,  June  23,  1988; 
8:51  a.  m.] 

»  See  Title  39,  Chapter  I,  Parts  26,  37,  48, 
56  and  57,  supra. 


Tuetday,June24,I9S8 

department  of  commerce 

Federal  Maritime  Board 

Adi  ACency,  Inc.,  et  al. 

«nTTCC  TO  SHOW  CAUSE  WHY  CERTAIN 
eight  forwarder  registrations 

SBOULD  not  be  cancelled 

Notice  is  hereby  given  that  at  a  session 
Federal  Maritime  Board  held  at  its 
in  Washington,  D.  C.,  the  9th  day 
rfjune,  1958,  the  Board  entered  the  fol- 

the  registrants  named  in  the 
Aooendix  below  are  registered  pursuant 
tc^eral  Maritime  Board  General  Order 
72  (46  CPR  Part  244) ,  and 

Whereas,  registered  letters  sent  to  the 
first  nine  of  these  registrants  have  been 
returned  by  the  post  office  as  undeliver- 
\ble  and  the  Board  is  unable  to  exercise 
regiUatory  authority  over  them  because 
their  present  whereabouts  is  imknown; 

“^^ereas,  the  other  named  registrants 
have  failed  to  respond  to  registered 
letters  in  violation  of  General  Order  72: 

Now,  therefore,  it  is  ordered.  That  the 
named  registrants  show  cause,. in  writ¬ 
ing  or  at  a  public  hearing  to  be  hereafter 
set  if  requested  by  registrant,  within 
thirty  (30)  days  from  the  date  of  pub¬ 
lication  hereof  in  the  Federal  Register, 
why  their  registrations  should  not  be 
cancelled  for  the  reasons  above  stated, 
and 

It  is  further  ordered.  That  failure  of 
any  registrant  to  respond  as  ordered 
hereby  will  result  in  automatic  cancella¬ 
tion  of  its  freight  forwarder  registration 
without  further  action  by  the  Board;  and 
that  the  Secretary  notify  the  registrant 
of  such  cancellation  by  letter  to  be  sent 
registered  mail  to  its  last  known 
address;  and 

It  is  further  ordered.  That  a  copy  of 
this  order  be  sent  by  registered  mail  to 
each  of  the  named  registrants  at  its 
last  known ‘address;  and 

It  is  further  ordered.  That  this  order 
be  published  in  the  Federal  Register. 


Name;  Reg.  No.  and  Date  Issued 

Air  Agency,  Inc.;  1238;  1-24-51. 

Fernando  Alvaredo;  1037;  8-18-50. 

Carr  Brothers,  Inc.;  401;  7-13-50. 

Champion  Forwarding  Corp.;  1490;  5-5-52. 
Chamberlin  Steamship  Co.,  Ltd.;  541; 
7-18-50. 

Carlbe  Export  Company  (E.  L.  BegalEido, 
dba);  2040;  8-27-56. 

Annette  M.Hersch;  2044;  9-11-56. 

Henry  Lauterbach  Company  (Betty  Cas- 
talng.dba);  483;  9-29-54. 

Pan  American  Marine  Corp.;  119;  6-29-50. 
Alvin  J.  Aple;  2145;  5-17-57. 

CaS'Mar  Shipping  Co.;  1612;  4-16-53. 

D.  B.  Dearborn  &  Company;  431;  7-13-50. 
Hugh  A.  Duffy;  1769;  8-13-54. 

Lama  Consolidated  Services  (Lorenzo  C. 
Maura,  dba) ;  1876;  5-10-55. 

Dated:  June  18, 1958. 

By  order  of  the  Federal  Maritime 
Board. 

[seal]  James  L.  Pimper, 

Secretary. 

IP.  R.  Doc.  58-4734;  Piled,  June  23,  1958; 
8:45  a.  m.] 

No.  123'  11 


FEDERAL  REGISTER 

Member  Lines  of  Pacific/Straits 
Conference  et  al. 

notice  of  agreements  filed  for  approval 

Notice  is  hereby  given  that  the  follow* 
Ing  described  agreement^  have  been  filed 
with  the  Board  for  approval  pursuant  to 
section  15  of  the  Shipping  Act,  1916  (39 
Stat.  733,46U.S.  C.814): 

(1)  Agreement  No.  5680-C,  between 
the  member  lines  of  the  Pacific/Straits 
Conference  and  Compagnie  de  Trans* 
ports  OceaAiques,  covers  the  admission 
of  that  company  to  associate  membership 
in  said  conference.  As  an  associate 
member,  Compagnie  de  Transports 
Oceaniques  will  be  obligated  to  abide  by 
all  the  rates,  rules,  regulations  and  de¬ 
cisions  of  the  conference;  will  be  per¬ 
mitted  to  participate  in  conference  con¬ 
tracts  with  shippers;  but  will  have  no 
vote  on  conference  affairs. 

(2)  Agreement  No.  5680-D,  between 
the  member  lines  of  the  Pacific/Straits 
Conference  and ‘the  carriers  comprising 
the  Ellerman  and  Buckhall  Associated 
Lines  joint  service,  covers  the  admission 
of  that  joint  service  to  associate  member¬ 
ship  in  said  conference.  As  an  asso¬ 
ciate  member,  Ellerman  and  Bucknall 
Associated  Lines  will  be  obligated  to 
abide  by  all  the  rates,  rules,  regulations 
and  decisions  of  the  conference;  will  be 
permitted  to  participate  in  conference 
contracts  with  shippers;  but  wiU  have  no 
vote  on  conference  affairs. 

Interested  parties  may  inspect  these 
agreements  and  obtain  copies  thereof  at 
the  Regulation  Office,  Federal  Maritime 
Board,  Washingtop,  D.  C.,  and  may  sub¬ 
mit,  within  20  days  after  publication  of 
this  notice  ’in  the  Federal  Register, 
written  statements  with  reference  to 
either  of  the  agreements  and  their  posi¬ 
tion  as  to  approval,' disapproval,  or  modi¬ 
fication,  together  with  request  for  hear¬ 
ing  should  such  hearing  be  desired. 

Dated:  June  18,  1958. 

By  order  of  the  Federal  Maritime 
Board. 


W.,  W.  M.,  Chetco  District.  Siskiyou  Na¬ 
tional  Forest: 

Temporary  closure  from  livestock 
grazing,  (a)  Section  19,  T.  40  S.,  R.  12 
W.,  W.  M.,  Chetco  District,  Siskiyou  Na¬ 
tional  Forest,  is  hereby  closed  for  the 
period  July  1, 1958,  to  October  31, 1958,  to 
the  grazing  of  goats. 

(b)  Officers  of  the  United  States  For¬ 
est  Service  are  hereby  authorize  to  dis¬ 
pose  of.  in  the  most  humane  manner,  all 
goats  foUnd  trespassing  or  grazing  in 
violation  of  this  order. 

(c)  Fifteen  days’  notice  of  intention 
to  dispose  of  such  goats  shall  be  given 
by  posting  notices  in  public  places  or 
advertising  in  a  newspaper  of  general 
circulation  in  the  locality  in  which  the 
Siskiyou  National  Forest  is  located. 

Done  at  Washington,  D.  C.,  this  19th 
day  of  June  1958.  Witness  my  hand  and 
the  seal  of  the  Department  of  Agricul¬ 
ture. 

[seal]  E.  L.  Peterson, 

Assistant  Secretary  of  Agriculture. 

[F.  li.  Doc.  58-4770;  FUed,  June  23.  1958; 

8:52  a.  m.] 


.  ^  Office  of  the  Secretary 

^  Indiana 

designation  of  area  for  production 

EMERGENCY  LOANS 

For  the  purpose  of  making  production 
emergency  loans  pursuant  to  section  2 
(a)  of  Public  Law  38,  81st  Congress  (12 
U.  S.  C.  1148a-2  (a)),  as  amended,  it 
has  been  determined  that  in  the  follow¬ 
ing.  counties  in  the  State  of  Indiana  a 
production  disaster  has  caused  a  need 
for  agricultural  credit  not  readily  avail¬ 
able  from  commercial  banks,  cooperative 
lending  agencies^  or  other  responsible 
sources.  .  n. 

Indiana 


[seal] 


James  L.  Pimper, 
Secretary. 


[P.  R.  Doc,  58-4735;  Piled,  J\ine  23,  1958; 
8:45  a.  m.] 


DEPARTMENT  OF  AGRICULTURE 

Forest  Service 

Siskiyou  National  Forest 

REMOVAL  OF  TRESPASSING  GOATS 

Whereas  a  number  of  goats  are  tres¬ 
passing  and  grazing  on  land  in  Sec.  19, 

T.  40  S.,  R.  12  W.,  W.  M.,  Chetco  District, 
Siskiyou  National  Forest,  in  Curry 
County,  State  of  Oregon;  and 

Whereas  these  goats  are  consuming 
planted  trees  and  are  injuring  national- 
forest  lands; 

Now,  therefore,  by  virtue  of  the  au¬ 
thority  vested  in  the  Secretary  of  Agri¬ 
culture  by  the  act  of  June  4,  1897  i.30 
Stat.  35;  16  U.  S.  C.  551),  and  the  act 
of  February  1,  1905  (33  Stat.  628;  16 

U.  S.  C.  472) ,  the  following  order  is  issued 
for  the  occupancy,  use,  protection,  and 
administration  of  see.  19,  T.  40  S.,  R.  12 


Benton. 

Blackford. 

Boone. 

Carroll. 

Case. 

,  Clay. 
Clinton. 
Daviess. 
Delaware. 
Fountain. 
Pulton. 
Gibson. 
Grant. 
Greene. 
Hamilton. 
Hendricks. 
Howard. 
Huntington. 
Jasper. 

Jay. 

Knox. 


Madison. 

Marlon. 

Miami. 

Montgomery. 

Morgan. 

Newton. 

Owen. 

Parke. 

Pike. 

Posey. 

Putnam. 

Randolph. 

SuUivan. 

Tippecanoe. 

Tipton. 

Vermillion. 

Vigo. 

Wabash. 

Warren. 

Wells. 

White. 


Pursuant  to  the  authority  set  forth 
above,  production  emergency  loans  will 
not  be  made  in  the  above-named  coun¬ 
ties  after  Jime  30,  1959,  except  to  ap¬ 
plicants  who  previously  received  such 
assistance  and  who  can  qualify  under 
established  policies  and  procedures. 

Done  at  Washington,  D.  C.,  this  19th 
day  of  June  1958.  , 

[SEAL]  True  D.  Morse, 

Acting  Secretary. 

IP.  R.  Doc.  58-4771;  FUed.  June  23,  1958; 

8:52  a.  m.] 


I 
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ATOMIC  ENERGY  COMMISSION 

(Docket  No.  50-107] 

S.  A.  IMNOCENTE  MANGILI  ASRUTICA,  INC. 
<S.  A.  I.  M.  A.) 

NOTICE  OP  PILING  OF  APPLICATION  FOR 
FACILITY  EXPORT  LICENSE 

Please  take  notice  that  S.  A.  Innocente 
Mangili  Adriatica,  Incorporated,  47 
Water  Street,  New  York  4,  New  York,  has 
submitted  an  application  dated  May  28,  * 
1958,  for  a  license  to  export  a  50  kilowatt 
solution-tsrpe  research  reactor  to  Politec- 
nico  Di  Milano,  Milano,  Italy. 

Pursuant  to  section  104  of  the  Atomic 
Energy  Act  of  1954  and  Title  10,  CFR, 
Chapter  1,  Part  50,  “Licensing  of  Pro¬ 
duction  and  Utilization  Facilities”,  and 
upon  findings  that'  (a)  the  reactor  pro¬ 
posed  to  be  exported  is  a  utilization  facil¬ 
ity  as  defined  in  said  act  and  regulations, 
and  (b)  the  issuance  of  a  license  for  the 
export  thereof  is  within  the  scope  of  and 
is  consistent  with  the  terms  of  an  agree¬ 
ment  for  cooperation  with  the  Govern¬ 
ment  of  the  Italian  Republic,  the  Com¬ 
mission  may  issue  a  facility  export  license 
authorizing  the  export  of  the  reactor  to 
Milano,  Italy. 

In  its  review  of  applications  sought 
solely  to  authorize  the  export  of  produc¬ 
tion  or  utilization  facilities,  the  Commis¬ 
sion  does  not  evaluate  the  health  and 
safety  characteristics  of  the  subject 
reactors. 

In  accordance  with  the  procedures  set 
forth  in  the  Commission's  rules  of  prac¬ 
tice  (10  CPR  Part  2)  a  petition  for  leave 
to  intervene  in  these  proceedings  must  be 
served  upon  the  parties  and  filed  with  the 
Atomic  Energy  Commission  within  30 
dasrs  after  the  filing  of  this  notice  with 
the’ Federal  Register  Division. 

Dated  at  Germantown,  Md.,  this  17th 
day  of  Jime  1958. 

For  the  Atomic  Energy  Commission. 

H.  L.  Price, 
Director,  Division  of 
Licensing  and  Regulation. 

(P.  R.  Doc.  58-4731:  Piled,  June  23,  1958; 

8:45  a.  m.] 


(Docket  Nos.  P-44.  50-53] 
Aerojet-General  Nucleonics 

NOTICE  OF  AMENDMENT  TO  CONSTRUCTION 
'  PERMIT  NO.  CPRR-13 

/ 

Please  take  notice  that  the  Atomic 
Energy  Commission  has  issued  the  fol¬ 
lowing  amendment  (No.  1)  to  Construc¬ 
tion  Permit  No.  CPRR-13.  The  amend-, 
ment  extends  the  latest  completion  date 
for  AGN  reactors  Serial  Nos.  114  through 
.120  inclusive  to  January  1,  1959.  In 
accordance  with  the  Commission’s  rules 
of  practice  (10  CFR  Part  2) ,  the  Commis¬ 
sion  will  direct  the  holding  of  a  formal 
hearing  on  the  matter  of  the  issuance 
of  the  amendment  upon  receipt  of  a  re¬ 
quest  therefor  from  the  licensee  or  an 
intervener  within  30  days  ^  after  the 
issuance  of  the  license  amendment.  For 


NOTICES 

further  details  see  the  application  for 
amendment  at  the  Commission’s  Public 
Document  Room,  1717  H  Street  N.W,. 
Washington,  D.  C. 

Dated  at  Germantown,  Md.,  this  17th 
day  of  June  1958. 

For  the  Atomic  Energy  Commission. 

H.  L.  Price, 
Director,  Division  of 
Licensing  and  Regulation. 
(Docket  Nos.  P-44.  60-53] 

Aerojet -General  Nucleonics 
(Construction  Permit  No.  CPRR-13:  Amdt.  1] 

AMENDMENT  TO  CONSTRUCTION  PERMIT 

Condition  1  of  CPRR-13  is  hereby  amended 
In  the  following  respects: 

The  latest  completion  date  for  AGN  re¬ 
actors  Serial  Nos.  114  through  120  inclusive 
is  January  1,  1959. 

Date  of  issuance;  June  17;  1958. 

Por  the  Atomic  Energy  Commission. 

H.  L.  Price, 
Director, 

Division  of  Licensing  and  Regulation. 

(P.  R.  Doc.  58-4732;  Piled,  June  23,  1958; 
8:45  a.  m.] 


(Docket  No.  50-87] 
Westinghouse  Electric  Corp. 

NOTICE  OF  ISSUANCE  OF  FACILITY  LICENSE 

Please  take  notice  that  no  requests  for 
formal  hearing  having  been  filed  fol¬ 
lowing  filing  of  the  notice  of  proposed 
action  with  the  Federal  Register  Division 
the  Atomic  Energy  Commission  has  this 
date  issued  Facility  License  No.  CJX-11 
authorizing  Westinghouse  Electric  Cor¬ 
poration  to  possess  and  operate  a  critical 
experiment  facility  designed  to  operate 
at  power  levels  up  to  100  watts  at  the 
Westinghouse  Reactor  Evaluation  Center 
located  near  Waltz  Mill  in  Westmoreland 
County,  Pennsylvania.  The  notice  of 
proposed  action  was  published  in  the 
Federal  Register  on  May  30,  1958,  23 
F.  R.  3793. 

Dated  at  Germantown,  Md.,  this  17th 
day  of  June  1958. 

For  the  Atomic  Energy  Commission. 

H.  L.  Price, 
Director,  Division  of 
Licensing  and  Regulation. 

[P.  R.  Doc.  58-4733;  Piled,  June  23,  1958; 

8:45  a.  m.] 


CIVIL  AERONAUTICS  BOARD 

[Docket  No.  9181] 

Allegheny  Airlines,  Inc.  and  Mohawk 
Airlines,  Inc.;  Erie-Detroit  Inves¬ 
tigation 

notice  of  hearing 

In  the  matter  of  an  investigation  as 
to  the  need  for  the  alteration,  amend¬ 
ment,  modification,  or  suspension  of  por¬ 
tions  of  the  certificates  of  Allegheny  Air¬ 
lines,  Inc.,  and  Mohawk  Airlines,  Inc. 

Notice  is  hereby  given  pursuant  to 
the  Civil  Aeronautics  Act  of  1938,  as 


amended,  particularly  section^  2  205 
401  (h),  and  1002  of  said  Act  and 
applicable  regulations  thereunder  ^ 
a  hearing  in  the  above-entitled  proc^ 
ing  is  assigned  to  be  held  comm^^ 
July  7,  1958,  at  10:00  a.  m.,  e.  d.  g  tto 
Conference  Room  A,  Departmental  Au 
ditorium.  Constitution  Avenue',  betwJi 
12th  and  14th  Streets  NW„  Washing^ 

D.  C.,  before  Examiner  William  P.  ^ 
sick.  Upon  completion  of  the  Wasiuiw. 
ton.  D.  C.,-  session,  the  heating^ 
reconvene,  for  the  purpo.se  of  hearJm 
civic  witnesses,  in  Erie,  Pennsylvania,  m 
July  16,  1958,  at  10:00  a.  m.,  e. T*. ^ 
in  Federal  Court  Room  B,  U.  8.  (W 
House  Building,  6th  and  State  Streete. 

Without  limiting  the  precise  scope  o{ 
the  issues  particular  attention  will  bt 
directed  to  the  following: 

1.  Whether  the  certificates  of  Alle. 
gheny  Airlines,  Inc.,  and  Mohawk  Air. 
lines,  Inc.,  or  either  of  them,  should  be 
altered,  amended,  modified,  or  suspakli4 
insofar  as  the  certificate  of  AUe^Moi 
authorizes  it  to  engage  in  air  transportgi 
tion  over  that  part  of  segment  7  of  ik 
route  No.  97  between  Erie,  Pennsylygaa 
and  Detroit,  Michigan,  and  insofar  u 
the  certificate  of  Mohawk  authoriieik 
to  engage  in  air  transportation  over  seg. 
ment  7  of  route  No.  94  between  the  co. 
terminals  Buffalo  and  Niagara  Falls,  New 
York;  Erie,  Pennsylvania,  and  Deti(^ 
Michigan. 

For  further  details  regarding  this  pro- 
ceeding,  interested  parties  are  refened 
to  the  prehearing  conference  report,  w- 
ders,  notices,  and  documents  on  file  in 
the  Docket  Section  of  the  Civil  Aeronau* 
tics  Board. 

Notice  is  further  given  that  any  pe- 
son  not  a  party  of  record  desiring  to  be , 
heard  in  support  of  or  in  opposition  to 
questions  involved  in  this  proceeding 
must  file  with  the  Board  on  or  before 
July  7,  1958,  a  statement  setting  forlli 
the  matters  of  fact  or  law  which  he  de¬ 
sires  to  advance.  Any  person  filing  soeh 
a  statement  may  appear  at  the  hearkig 
in  accordance  with  Rule  14  of  the 
^Board’s  rules  of  practice  in  Economic 
Proceedings. 

Dated  at  Washington,  D.  C.,  June  18, 
1958. 

[seal]  Francis  W.  Brown, 

Chief  Examiner. 

[F.  R.  Doc.  58-4763;  Filed,  June  23,  1968; 

8:51  a.  m.] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  G-13764  etc.] 

Pan  American  Petroleum  Cc«p.  et  al 

NOTICE  OF  applications  AND  DATE  OF 
HEARING 

June  18,  1958. 

In  the  matters  of  Pan  American  Petro¬ 
leum  Corporation,  Docket  No.  G-13764; 
New  Mexico  Western  Oil  and  Gas  Com¬ 
pany,  Docket  No.  G-14255;  The  Cooper¬ 
ative  Refinery  Association,  Docket  No. 
G-14411. 

Take  notice  that  each  of  the  above 
designated  parties,  hereinafter  referred 
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as  AppUc*^^'  application 

Sr  a  certificate  of  public  convenience 
[  nec^ty,  pursuant  to  section  7  of 
fhe  Natural  Gas  Act,  authorizing  the 
r  Sie  of  natural  gas  as  hereinafter  de- 
!^bed  subject  to  the  jurisdiction  of  the 
rommi^on,  all  as  more  fully  presented 
S  the  respective  applications  which  are 
“  flle  with  the  Commission  and  open  to 
Dublic  inspection.  Each  Applicant  has 
also  submitted  the  related  rate  filing. 

APPiieants  will  produce  apd  propose  to 
gdl  natural  gas  for  transportation  in 
interstate  commerce  for  resale  as  indi¬ 
cated  below: 

Do<*et  No.  G-13764:  Pan  American 
petroleum  Corporation  (Applicant),  a 
Delaware  corporation  having  its  prin¬ 
cipal  place  of  business  at  Tulsa,  Okla¬ 
homa,  filed  on  November  19,  1957,  an 
application  for  a  certificate  authorizing 
the  sale  to  Panhandle  Eastern  Pipe  Line 
Company  (Panhandle  Eastern)  of  its  60 
percent  interest  in  gas  produced  from 
the  Rinehart  Unit  located  in  the  Elismet 
Field,  Seward  County,  Kansas.  Pan 
American  is  a  signatory  seller  party  to 
a  ratification  agreement  with  Panhandle 
Eastern  ratifying  a  basic  contract  dated 
November  19, 1953,  as  amended,  between 
United  Carbon  Company,  Inc.,  Colum¬ 
bian  Fuel  Corporation,  and  United  Pro¬ 
ducing  Company,  Inc.  (sellers) ,  and  Pan¬ 
handle  Eastern  (buyer).  The  ratifica¬ 
tion  ^agreement,  dated  July  15,  1957, 
together  with  the  basic  contract  and 
amendments  thereto,  has  been  tendered 
for  filing  with  the  Commission  as  Appli¬ 
cant’s  Gas  Rate  Schedule  No.  212,  and 
supplements  Nos.  1,  2  and  3  thereto. 

Docket  No.  14255:  New  Mexico  West¬ 
ern  (Ml  and  Gas  Company  (subsidiary 
of  El  Paso  Natural  Gas  Company)  filed 
on  January  15,  1958>  an  application  for 
a  certificate  authorizing  the  sale  of  its 
interest  in  the  gas  produced  from  the 
Huerfano  Unit  in  the  Ballard  (Pictured 
Cliffs)  Field,  San  Juan  and  Rio  Arriba 
counties.  New  Mexico,  to  be  sold  pursu¬ 
ant  to  a  basic  gas  sales  contract  dated 
September  11, 1957,  and  two. amendatory 
agreements  dated  September  20,  1957, 
and  September  27,  1957,  which  add  addi¬ 
tional  acreage  to  the  basic  contract. 
Production  is  limited  to  horizons  down  to 
and  including  the  Dakota  Formation. 
El  Paso,  purchaser  and  Unit  Operator, 
c(»nmenced  taking  gas  from  the  subject 
Vnit  on  November  17,  1955,  pursuant  to 
a  lease  sale  agreement  dated  July  22, 
1954,  which  agreement  was  amended  to 
postpone  the  closing  date  and  cancelled 
on  February  25,  1957,  on  which  date  El 
Paso  acquired  a  conti'olling  interest  in 
the  stock  of  Applicant.  Applicant  is 
the  signatory  seller  party  to  the  basic 
contract  and  supplements  thereto  refer¬ 
red  to  above,  and  has  tendered  them  for 
filing  with  the  Commission  as  Appli¬ 
cant’s  Gas  Rate  Schedule  No.  1  and  2 
thereto. 

Docket  No.  G-14411:  The  Cooperative 
Refinery  Association  filed  on  February 
6,  1958,  an  application  for  a  certificate 
authorizing  the  sale  to  Kansas-Nebraska 
Natural  Gas  Co.,  Inc.  (Kansas-Nebras¬ 
ka)  ,  of  its  share  of  gas  produced  from  the 
.  Masoner-McCoy  Unit  located  in  the 
Hugoton  Field,  Finney  County,  Kansas. 
Applicant  is  the  signatory  seller  party  to 
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a  sales  contract  with  Kansas-Nebraska 
dated  July  19,  1955,  which  contract  has 
been  tendered  for  filing  with  the  Com¬ 
mission  as  Applicant’s  Gas  Rate  Schedule^ 
No.  2. 

These  matters  should  be  heard  on  a 
consolidated  record  and  disposed  of  as 
promptly  as  possible  under  the  appli¬ 
cable  rules  and  regulations  and  to  that 
end:  . 

Take  further  notice  that,  pursuanj;  to 
the  ^thority  contained  in  and  subject 
to  the  jvurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natura,!  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro- 
cediure,  a  hearing  will  be  held  on  July  15, 
1958  at  9:30  a.'m.,  e.  d.  s.  t.,  in  a  hearing 
room  of  the  Federal  Power  Commission, 
.441  G  Street  NW.,  Washington,  D.  C., 
concerning  the  matters  involved  in  and 
the  issues  presented  by  such  applica¬ 
tions:  Provided,  however.  That  the  Com¬ 
mission  may,  after  st  non-contested  hear¬ 
ing,  dispose  of  the  proceedings  piirsuant 
to  the  provisions  of  §  1.30  (c)  (1)  or  (2) 
of  the  Commission’s  rules  of  practice  and 
procedure.  Under  the  procedure  herein 
provided  for,  unless  otherwise  advised, 
it  will  be  unnecessary  for  Applicants  to 
appear  or  be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Com¬ 
mission,  Washington  25,  D.  C.,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  on  or  before 
July  9, 1958.  Failure  of  any  party  to  ap¬ 
pear  at  and  participate  in  the  hearing 
shall  be  construed  as  waiver  of  and  con¬ 
currence  in  omission  herein  of  the  inter¬ 
mediate  decision  procedure  in  cases 
where  a  request  therefor  is  made.  ‘ 

[SEAL]  Joseph  H.  Gutiode, 

Seouetary. 

[F.  R.  Doc.  58-4758;  FUed,  June  23,  1958; 

8:50  a.  m.] 


[Docket  No.  0-14124  etc.] 


Union  Producing  Co.  et  al. 

NOTICE  or  APPLICATIONS  AND  DATE  OF 
HEARING 

June  18,  1958. 

In  the  matters  of  Union  Producing 
Company,  Docket  No.  G-14124;  Lawrence 
R  Elliot  and  Edna  M.  Elliot,*  Docket  No. 
Q-14378;  Sinclair  Oil  &  Gas  Company,* 
Docket  No.  0-14628;  Northern  Natural 
Gas  Producing  Company,  Docket  No.  G^ 
14637;  El  Paso  Natural  Gas  Products 
Company,*  Docket  No.  GM-14645;  The  Su¬ 
perior  Oil  Company,*  Docket  No.  G-14674; 
Bachus  Oil  Company  (Operator)  et  al.,* 
Docket  No.  0-14677;  Durl  Fluharty  arid 
B.  C.  Williamson  d/b/a  Fluharty  &  Wil¬ 
liamson,*  Docket  No.  0-14702;  Gulf  OU 
Corporation,*  Docket  No.  0-14741;  Pan 
American  Petroleum  Corporation.* 
Docket  No.  0-14783;  Sohio  Petroleum 
Company,*  Docket  No.  0-14814;  Texas 
Pacific  Coal  &  Oil  Company,**  Docket  No. 
0-14848;  Texas  Pacific  Coal  &  Oil  Com¬ 
pany,**  Docket  No.  0-14849;  Secure 
Trust,**  Docket  No.  0-14882;  EJstate  of 
Lyda  Bunker  Hunt.  Deceased,**  Docket 

See  footnotes  at  end  of  docximent. 
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No.  14883;  H.  L.  Hunt.**  Docket  No. 
0-14884. 

Take  notice  that  each  of  the  above 
applicants  has  filed  an  application  for 
a  certificate  of  public  convenience  and 
necessity,  pursuant  to  section  7  of  the 
Natural  Oas  Act,  authorizing  each  to 
render  service  as  hereinafter  described, 
subject  to  the  jurisdiction  of  the  Com¬ 
mission.  all  as  more  fully  represented 
in  the  respective  applications  which  are 
on  file  with  the  Commission  and  open  to 
public  inspection. 

The  respective  applicants  produce  and 
propose  to  'sell  natural  gas  for  transpor¬ 
tation  in  interstate  commerce  for  resale 
as  indicated  below : 

Docket  No.,  Location  of  Field,  and  Buyer 

G-14124;  Deer  Island  Field,  Terrebonne 
Parisb.  Louisiana;  United  Gas  Pipe  Line 
Company. 

G-14378;  Bllnebry  &  Tubbs  Fields,  Lea 
Coimty,  New  Mexico;  El  Paso  Natural  Gas 
Company. 

G-14628;  Rosston  Field  (Madison  Area) 
Beaver  County,  Oklahoma;  Northern  Natural 
Gas  Company. 

G-14637;  Hockett  Field,  Meade  Coointy, 
Kansas;  -Northern  Natural  Gas  Company. 

G-14645;  San  Juan  Basin,  San  Juan 
County,  New  Mexico;  El  Paso  Natural  Gas 
Company. 

G-14674;  Mocane  F7eld,  Beaver  County,  Ok¬ 
lahoma;  Colorado  Interstate  Oas  Company.' 

G-14677;  Driftwood  Field,  Barber  County, 
Kansas;  Cities  Service  Gas  Company. 

G-14702;  Union  DUtrlct,  Ritchie  Coimty. 
West  Virgihia;  Equitable  Gas  Company. 

0-14741;  Maxie-Pistol  Ridge  Field,  Forrest. 
Lamar  &t  Pearl  Coimtles,  Miss.;  United  Oas 
Pipe  Line  CCHnpany. 

0-14783;  Sonora  Field,  Sutton  County, 
Texas;  Pioneer  Gathering  System,  Inc. 

0-14814;  Oreenwood-Waskom  Field,  Caddo 
Parish,  Louisiana;  Arkansas  Louisiana  Oas 
Company. 

0-14848;  San  Juan  Basin,  San  Juan 
County,  New  Mexico;  El  Paso  Natural  Gas 
Company. 

0-14849;  San  Juan  Basin,  San  Juan 
County,  New  Mexico;  E3  Paso  Natural  Oas 
Company. 

0-14882;  Oberlin  Field,  Allen  Parish,  Loui¬ 
siana;  Texas  Gas  Transmission  Cc»:poration. 

0-14884;  Oberlin  Field.  Allen  Parish,  Loui¬ 
siana;  Texas  Oas  Transmission  Corporation. 

These  related  matters  should  be  heard 
on  a  consolidated  record  and  disposed  of 
as  promptly  as  possible  under  the  appli¬ 
cable  rules  and  regulations  and  to  that 
end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  ifi  and  subject  to 
the  jurisdiction  conferred  upon  the  Fed¬ 
eral  Power  Commission  by  sections  7  and 
15  of  the  Natural  Gas  Act,  and  the  Com¬ 
mission’s  rules  of  practice  and  procedure, 
a  hearing  will  be  held  on  July  24,  1958, 
at  9 : 30  a.  m.,  e.  d.  s.  t.,  in  a  Hearing  Room 
of  the  Federal  Power  Commission,  441 
G  Street  NW.,  Washington,  D.  C.,  con¬ 
cerning  the  matters  involved  in  and  the 
issues  presented  by  such  applications: 
Provided,  however.  That  the  Commission 
may,  after  a  non-contested  hearing,  dis¬ 
pose  of  the  proceedings  pursuant  to  the 
provisions  of  S  1.30  (c)  (1)  or  (2)  of  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure.  Under  the  procediu^  herein 
provided  for,  imless  otherwise  advised^ 
it  will  be  unnecessary  for  Applicants  to 
appear  or  be  represented  at  the  hearing. 

Protests  of  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis- 
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Sion,  Washington  25,  D.  C.,  In  accsordance 
with  the  rules  of  practice  and  procedure 
(18  cm  1.8  or  1.10)  on  or  before  July  14, 
1958.  FaHiu-e  of  any  party  to  appear  at 
and  participate  in  the  hearing  shall  be 
construed  as  waiver  of  and  concurrence 
in  omission  herein  of  the  intermediate 
decision  procedure  is  cases  where  a  re¬ 
quest  therefor  is  made. 

[SEAL]  Joseph  H.  Outride, 

Secretary. 

^Lawrence  E.  Elliot  and  Edna  M.  Elliot, 
non-operators,  are  filing  for  their  combined 
12.5  percent  working  Interest  In  the  Lock¬ 
hart  A-35  Unit  and  are  the  only  signatory 
seller  parties  to  the  gas  sales  contract  dated 
February  2,  1957.  Production  is  limited  to 
the  Tubb  and  Blinebry  Formations. 

•Sinclair  Oil  &  Gas  Company,  non -opera¬ 
tor,  is  filing  for  its  working  interest  in  the 
W.  A.  Lonker  "D”  Unit  and  is  the  only  signa¬ 
tory  seller  party  to  the  gas  sales  contract 
dated  December  31,  1957.  Production  is  lim¬ 
ited  to  horizons  above  the  base  of  the  Mis- 
sissippian  Formation. 

•  Application  covers  a  proposed  sale  of  nat¬ 
ural  gas  pursuant  to  a  basic  gas  sales  con¬ 
tract  dated  December  30,  1957,  and  an 
amendatory  agreement,  adding  additional 
acreage  thereto,  dated  February  1, 1958.  Pro¬ 
duction  is  limited  to  horizons  below  base  of 
the  Mesaverde  Formation,  down  to  and  in¬ 
cluding  base  of  the  Haspah  (Gallup)  Forma¬ 
tion. 

•PrpducWon  is  limited  to  horizons  below 
base  of  the  Mlssissippian  Formation. 

•Bachus  Oil  Company  (Operator),  a  partr 
nershlp  comprised  of  Dave  Bachus  and 
Joseph  H.  Bachus,  is  filing  for  itself  and  on 
behalf  of  the  following  non -operators:  Prime 
Drilling  Company,  James  J.  O’Connor,  Kath¬ 
erine  Farris,  L.‘A.  Farris,  Jr.,  Marjorie  An¬ 
thony  and  William  G.  Anthony.  All  above- 
named  Individuals  are  signatory  seller  par¬ 
ties  to  the  gas  sales  ‘contract  dated  January 
13. 1968. 

*  Application  covers  a  proposed  sale  of  nat¬ 
ural  gas  pursuant  to  a  gas  sales  contract 
dated  February  24,  1958,  to  which  contract 
Durl  Fluharty  and  B.  C.  Williamson  are  both 
signatory  seller  parties. .  In  addition.  Icy  M. 
Snider  and  H.  W.  Snider  are  also  signatory 
seller  pai'ties  to  the  subject  gas  sales  con¬ 
tract.  however,  the  application  does  not  indi¬ 
cate  whether  or  not  it  covers  the  interests 
of  Icy  M.  Snider  and  H.  W.  Snider. 

’  Production  is  limited  to  horizons  between 
surface  and  base  of  the  Tuscaloosa  Forma¬ 
tion. 

•Production  is  limited  to  horizons  above 
base  of  the  Canyon  Sand. 

•Sohlo  Petroleum  Company,  non-operator, 
is  filing  for  its  working  Interest  in  the  Ultima 
Thule  Unit  and  is  the  only  signatory  seller 
party  to  the  gas  wles  contract'dated  January 
27,  1958.  AiH>lication  states  that  Lyons  and 
Logan,  Operator  of  said  unit,  coxximenced 
service  on  April  23,  1957,  pursuant  to  au¬ 
thorization  issued  to  C.  H.  Lyons.  Sr.,  Opera¬ 
tor.  et  al..  in  Docket  No.  G-12145. 

••Texas  Pacific  Coal  &  Oil  Company,  non¬ 
operator,  is  filing  for  its  working  interest  in 
the  following  wells:  The  Texas  Company- 
Texas  Pacific  Well  (Docket  No.  G-14848) :  El 
Paso-Texas  Pacific  Pool  Unit  No.  1  Well  and 
Prank  A.  Schultz’s  State  of  Mexico  Unit  Well 
No.  8-16  (Docket  No.  G-14849).  Applicant 
is  the  only  signatory  seller  party  to  two  sep¬ 
arate  gas  sales  contracts  each  dated  March 
21,  1957.  ’The  contract  related  to  the  sale  of 
■  gas  from  ’The  Texas  Company-Texas  Pacific 
Well  limits  production  to  the  Mesaverde  For¬ 
mation  and  the  contract  covering  the  El  Paso 
and  Prank  A.  Schultz  wells  limits  production 
to  depths  down  to  and  including  the  Pictured 
Cliffs  Formation. 


“Docket  Nos.'  G-14882  (Secure  Trust), 
G-14883  (Estate  of  Lyda  Bunker  Hunt,  De¬ 
ceased)  and  G-14884  (H.  L.  Hunt)  cover  pro¬ 
posed  sales  of  natural  gas  produced  from 
Applicants’  interests 'in  two  gas  units  to  be 
sold  pursuant  to  a  ratification  agreement 
dated  March  11,  1958,  of  a  basic  contract 
dated  April  8,  1967,  between  Bel  Oil  Corpora¬ 
tion,  et  al.,  sellers,  and  Texas  Gas,  buyer. 
’The  three  above-named  Applicants  and  Texas 
Gas  are  signatory  parties  to  the  subject  rati^ 
ficatlon  agreement.  Bel  Oil  Corporation, 
Operator,  et  al.,  filed  in  pending  Docket  No. 
G-12421  for  authorization  covering  the  sale 
of  gas  under  the  basic  contract.  The  basic 
contract  limits  production  to  horizons  be¬ 
tween  surface  and  depth  of  10,500  feet. 

[F.  R.  Doc.  58-4759;  Filed,  June  23,  1958; 

8:50  a.  m.] 


[Docket  No.  G-15304] 

Warren  Petroleum  Corp. 

ORDER  FOR  HEARING  AND  SUSPENDING 
PROPOSED  CHANGE  IN  RATES 

June  18,  1958. 

Warren  Petroleum  Corporation  (Oper¬ 
ator)  ,  (Warren)  on  May  9, 1958,  tendered 
lor  filing  a  proposed  change  in  its  pres¬ 
ently  effective  rate  schedule  for  the  sale 
of  natural  gas  subject  to  the  jurisdic¬ 
tion  of  the  Commission.  The  proposed 
change,  which  constitutes  an  increased 
rate  and  charge,  is  contained  in  the 
following  designated  filing: 

Description:  Notice  of  Change,  dated  May 
1.  1958. 

Purchaser:  El  Paso  Natural  Gas  Company. 

Rate  schedule  designation:  Supplement 
No.  5  to  Warren’s  FPC  Gas  Rate  Schedule 
No.  28. 

Effective  date:  June  19, 1958  (effective  date 
is  the  effective  date  proposed  by  Warren.) 


Sion  enter  upon  a  hearing  concermne 
lawfulness  of  the  said  proposed  dSn. 
and  that  Supplement  No.  5  to 
FPC  Gas  Rate  Schedule  No.  28  K? 
pended  and  the  use  thereof  deferr*^ 
hereinafter  ordered.  ** 

The  Commission  orders: 

(A)  Pursuant  to  the  authority  of  th. 
Natural  Gas  Act,  particularly  sectiom  I 
and  15  thereof,  the  Commission’s  ruLI 
of  practice  and  procedure,  and  the  nmT 
lations  imder  the  Natural  Gas  Act  oi 
CPR  Ch.  I),  a  public  hearing  be  hriJ 
upon  a  date  to  be  fixed  by  notice  frm 
the  Secretary  concerning  the  lawfuliS 
of  the  proposed  increased  rate 
charge  contained  in  Supplement  No 
Warren’s  FPC  Gas  Rate  Schedule  No  S 

(B)  Pending  such  hearing  and  ded 
Sion  thereon,  said  supplement  be  and  It  ii 
hereby  suspended  and  the  use  therw 
deferred  until  November  9,  1958 
until  such  further  time  as  it  fa  ’made 
effective  in  the  manner  prescribed  by  the 
Natural  Gas  Act. 

(C)  Neither  the  supplement  hereby 
suspended  nor  the  rate  schedule  sou^ 
to  be  altered  thereby  shall  be 

.  until  this  proceeding  has  been  di^Kned 
of  or  until  the  period  of  suspenrion  hss 
expired,  unless  otherwise  ordered  by -the 
Commission. 

(D)  Interested  State  commissioni  may 

participate  as  provided  by  §5  1.8  and  Ul 
,  (f )  of  the  Commission’s  rules  of  practice 
and  procedure  (18  CFR  1.8  and  1.37  (f». 

By  the  Commission  (CommfagioQgr 
Kline  dissenting). 


[SEAL]  Joseph  H.  Gutudi, 

Secretary. 

[F.  R.  Doc.  58-4760;  Filed,  June  23,  1B58; 

8:51a.m.]  - 


In  support  of  the  proposed  favored- 
nation  rate  increase,  Warren  quotes  the 
contract  favored-nation  provision  there¬ 
for  and  states  that  the  last  price  for 
which  Phillips  has  filed  for  its  Lee  Plant 
is  10.8054  cents  per  Mcf,  and  that  the  gas 
from  Phillips’  Lee  Plant  and  Warren’s 
Monument  Plant  are  essentially  similar 
in  that  both  plants  deliver  wet,  sour  gas 
requiring  dehydration  and  sulfur  re¬ 
moval;  that  delivery  pressure,  measure¬ 
ment  standards  and  heating  values  are 
essentially  the  same  but  that  Warren’s 
Monument  Plant  delivers  about  six 
times  as  much  gas  as  Phillips’  Lee  Plant. 
Warren  further  states  that  interstate  and 
intrastate  sales  of  pipeline  quality  gas  are 
now  being  made  in  the  Permian  Basin  at 
16  cents  per  Mcf  and  that  considering 
the  differences  in  delivery  conditions  and 
quality,  a  price  of  12  cents  per  Mcf  for 
Warren’s  gas  is  justified.  Warren  also 
refers  to  cost  studies  submitted  as  sup¬ 
port  for  its  present  8.5  cents  per  Mcf 
price.  ' 

The  increased  rate  and  charge  so  pro¬ 
posed  has  not  been  shown  to  be  justified, 
and  may  be  unjust,  unreasonable,  unduly 
discriminatory,  or  preferential,  or  other¬ 
wise  unlawful. 

’The  Commission  finds:  It  is  necessary 
and  proper  in  the  public  interest  and  to 
aid  in  the  enforcement  of  the  provisions 
of  the  Natural  Gas  Act  that  the  Commis- 


SECURITIES  AND  EXCHANGE 
COMMISSION 

[File  Nos.  24NY-4442,  24NT-44381 

Shinbone  Alley  Co.  and  Carsii  Ca 

ORDER  temporarily  SUSPENDINO  EXEMP¬ 
TION,  STATEMENT  OF  REASONS  THERlTOI, 
AITD  NOTICE  OF  OPPORTUNITY  FOR  HEASDS 

June  18, 1958. 

In  the  matter  of  Peter  Lawrence  as 
“Shinbone  Alley  Company’’,  Pile  No. 
24NY-4442;  James  Preston  and  (Jharles 
Olsen  as  “The  Career  Company”,  Pile  No. 
24NY-4438. 

I.  Peter  Lawrence  as  “Shinbone  Alley 
Company”  of  40  East  49th  Street,  New 
York  17,  N.  Y.;  and  James  Preston  and 
Charles  Olsen  as  “The  Career  Compaiu" 
of  19  West  74th  Street,  New  York  », 
N.  Y.';  each  filed  with  the  Commission  a 
notification  on  Form  1-A  and  an  offering 
circular  relating  to  a  proposed  public 
offering  of  securities  for  tjie  purpose  rf 
obtaining  an  exemption  from  the  regis¬ 
tration  requirements  of  the  Securitta 
Act  of  1933,  as  amended  pursuant  to  tlie 
provisions  of  section  3  (b)  thereof  and 
Regulation  A  promulgated  thereunder; 
and 

n.  ’The  Commission  has  reasonable 
cause  to  believe  that  the  terms  and  con- 
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fuetdoy* 

of  said  Regulation  A  have  not  (6)  in  that  the  underwriter  and^the  sec- 
^tioos  °  in  that:  retary-treasurer  of  the  issuer  have  been 

been  issuer  has  failed  to  file  on  convicted  of  violating  the  California 
reports  of  sales  as  required  Corporate  Securities  Law. 

1^260  i^nd  has  ignored  requests  by  B.  The  offering-'Circular  contains  un-.  . 
'’^^mmission’s* staff  for  such  reports;  true  statements  of  material  facts  and 
ijje  cornua  state  material  facts  necessary 

91  Each  Issuer  has  failed  to  file  a  in  order  to  make  the  statements  made  in 
offering  circular  as  required  by  the  light  of  the  circumstances  under 
(e)  and  has  ignored  requests  by  which  '►they  are  made  not  misleading, 

^  conunission’s  staff  for  such  revised  particularly  with  respect  to  the  failure  to 
^  V  circulars,  *  disclose  that  the  Issuer  offered  and  sold 

is  ordered.  Pursuant  to  Rule  261  its  securities  to  certain  persons  includ- 
f  toe  general  rules  and  regulations  ing  its  officers  and  directors  at  prices 
°  dw  the  Securities  Act  of  1933,  as  below  the  price  set  forth  in  the  offering 
“J^ded  that  the  exemption  under  circular. 

t^atlon  A  be,  and  hereby  is,  tern-  C.  The  offering  would  operate  as  a 
rtSly  suspended  in  each  instance.  fraud  and  deceit  upon  purchasers. 

is  hereby  given,  that  any  person  ni.  It  is  ordered.  Pursuant  to  Rule 
.  ^  any  interest  in  either  of  the  above  223  (a)  of  the  general  rules  and  regula-  / 
Otters  may  file  with  the  Secretary  of  tions  under  the  Securities  Act  of  1933,  as 
^  Commission  a  written  request  for  a  amended,  that  the  exemption  under  Reg- 
caring  within  30  days  after  the  entry  of  ulation  A  be,  and  it  hereby  is,  temporarily 
toig  order;  that  within  20  days  after  suspended.  _ 

rewipt  of  such  request,  thS  Commission  Notice  is  hereby  given  that  Gold  Crown 
or  at  any  time  upon  its  own  motion  Mining  Corporation  and  any  person  hav- 
may  set  the  matter  down  for  hearing  at  ing  any  Interest  in  the  matter  may  file 
a  place  to  be  designated  by  the  Commis-  with  the  Secretary  of  the  Conunission  a 
Sion  for  the  purpose  of  determining  written  request  for  a  hearing;  that, 
whether  this  order  of  suspension  should  within  twenty  days  after  receipt  of  such 
be  vacated  or  made  permanent,  without  request,  the  Commission  will,  or  at  any 
prejudice,  however,  to  the  consideration  time  upon  its  own  motion  may,  set  the 
and  presentation  of  additional  matters  matter  down  for  hearing  at  a  place  to  be 
at  the  hearing;  that  if  no  hearing  is  designated  by  the  Commission  for  the 
requested  and  none  is  ordered  by  the  purpose  of  determining  whether  this 
Comm^ion  the  order  shall  become  order  of  suspension  should  be  vacated 
permanent  as  to  the  matter  for  which  or  made  permanent,  without  prejudice, 
nohearing  is  requested  or  ordered  on  the  however,  to  the  consideration  and  pre¬ 
thirtieth  day  after  its  entry  and  shall  sentation  of  additional  matters  at  the 
remain  in  effect  unless  or  until  it  is  modi-  hearing ;  and  the  notice  of  the  time  and 
fled  or  vacated  by  the  Commission;  and  place  of  said  hearing  will  be  promptly 
that  notice  of  the  time  and  piece  for  given  by  the.  Commission, 
said  hearing  wiU  be  promptly  given  by  py  Commission, 
the  Commission. 

_  ^  .  [SEAL]  Orval  L.  DuBois,  » 

By  the  Commission.  Secretary. 

Orval  L.  ^Bop,  ^  68-4745;  nied,  June  23.  1958; 

Secretary.  8.48  a.  m.] 

(P.  B.  Doc.  58-4744;  Filed,  June  23,  1958; 

8:48  a'.  m.]  ■' 

[PUe  No.  70-37101 

[Pile  No.  24SF-18381  COLUMBIA  GAS  SYSTEM,  InC. 

Gold  Crown  Mining  Corp.  ***‘oposed  issue  and  sale  by 

HOLDING  COMPANY  OF  ITS  SHORT-TERM 
ORDER  TEMPORARILY  SUSPENDING  EXEMP-  NOTES  TO  BANKS 
TION,  STATEMENT  OF  REASONS  THEREFOR,  JUNE  17,  1958. 

AND  NOTICE  OF  OPPORTUNITY  FOR  HEAR-  Notice  is  hereby  given  that  The  Col- 

umbia  Gas  System,  Lie.  (“Columbia”), 
June '18,  1958.  a  registered  holding  company,  has  filed  a 

I  Gold  Crown  ^Jining  Corporation,  a  declaration  pursuant  to  the  Public  Util- 
Nevada  corporation,  filed  with  the  Com-  ity  Holding  Company  Act  of  ~  1935, 
mission  on  November  12,  1953,  a  notifi-  (“act”) ,  desigmating  sections  6  and  7 
cation  and  offering  circular  relating  to  a  thereof  as  applicable  to  the  proposed 
proposed  offering  of  40,000  shares  of  its  transactions,  which  are  summarized  as 
$1  par  value  common  stock  at  $C|00  per  follows: 

share,  for  the  purpose  of  obtaining  an  Columbia  proposes  to  issue  its  unse- 
Memption  from  the  registration  require-  *  cured  promissory  notes  in  an  aggregate 
ments  of  the  Securities  Act  of  1933,  as.  amount  not  to  exceed  $50,000,000.  The 
amended,  pursuant  to  section  3  (b)  notes  will  be  Issued  pursuant  to  loan 
thereof  and  Regulation  A  promulgated  agreements  with  a  group  of  commercial 
thereunder.  banks.  The  names  of  the  banks  and 

n.  The  Commission  has  reasonable  their  maximum  participations  imder  the 
grounds  to  believe  that:  loan  c^reements  are  as  follows: 

A  An  exemption  under 'Regulation  A  Guaranty  Trust  Company  of 
h  not  available  pursuant  to  Rule  223  (a)  New  York,  New  York  City....  $17, 070, 000 


60, 000.000 

Notes  wiU  be  issued  and  will  mature  in 
accordance  with  the  following  schedule: 

$16,500,000  on  or  before  July  16,  1958,  ma- 
txirlng  February  26,  1959; 

$16,500,000  on  or  before  August  14,  1958, 
maturing  March  26,  1969;  and 

$17,000,000  on  or  before  September  16, 
1958,  maturing  AprU  29,  1959. 

The  notes  to  be  issued  will  be  appor¬ 
tioned  among  all  banks  in  accordance 
with  the  participation  of  each  in  the  to¬ 
tal  credit  and  will  bear  interest  at  the 
rate  of  3  V2  percent  per  annum,  the  prime 
rate  at  the  time  the  agreements  were 
negotiated. 

Notes  may  be  prepaid  in  whole  or  in 
part  in  order  of  maturity,  without  pen¬ 
alty  on  ten  days’  notice,  except  that  pre- 
pasunents  cannot  be  made  wijh  funds 
borrowed  from  banks  at  a  lower  interest 
rate. 

Columbia  will  advance  the  money  ob¬ 
tained  from  said  bank  borrowings  to  six 
of  its  wholly-owned  subsidiaries  to 
finance  their  purchases  of  inventory  gas, 
as  $et  out  in  the  Joint  application-dec¬ 
laration  of  Columbia  and  said  subsidi¬ 
aries,  FUe  No.  ^70-J698  (Holding  Com¬ 
pany  Act  Release  No.  13776).  Funds  for 
the  repaiunent  of  the  bank  loans  will 
become  available  to  Columbia  as  its  said 
subsidiaries  repay  the  advances  with 
revenues  from  the  sale  of  gas  withdrawn 
from  storage. 

No  other  regulatory  commission  has 
Jurisdiction  over  the  proposed  transac¬ 
tions. 

The  total  fees  and  expenses  of  Colum¬ 
bia  in  connection  herewith  are  estimated 
at  $400. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than  July 
2.  1958  at  5:30  p.  m.,  request  the  Com¬ 
mission  in  writing  that  a  hearing  be  held 
on  such  matter,  stating  the  nature  of 


NOTICES 


his  interest,  the  reasons  for  such  request,  mission,  Washington  25,  D.  C.  At  any 
and  the  issues  of  fact  or  law,  if  any,  time  after  said  date,  the  declaration  as 
raised  by  said  declaration  which  he  de-  filed  or  as  amended  may  be  permitted  to 
sires  to  controvert,  or  he  may  request  become  effective  as  provided  in  Ride  23 
that  he  be  notified  if  the  Commission  of  the  rules  and  regulations  promulgated 
should  order  a  hearing  thereon.  Any  under  the  act,  or  the  Commission  may 
such  request  should  be  addressed:  Sec-  grant  exemption  from  its  rules  as  pro- 
retary.  Securities  and  Exchange  Com-  vided  in  Rules  20  (a)  and  100,  or  take 


such  other  action  as  it  ma*  I 
appropriate.  *  ^ 

By  the  Commission.' 

[SEAL]  Orval  L.  DoBoig 

•  *  ■  Secretojv 

[P.  R.  Doc.  58-4746;  Piled.  June  as  loc 


